LISTING APPLICATION TO 

NEW YORK STOCK EXCHANGE, INC. 


B-3978 

February 15, 1974 


LUCKY STORES, INC. 

861,864 (MAXIMUM) ADDITIONAL COMMON SHARES 

aswui 

For Issuance Upon the Merger of Le Gran Corporation it- 

Into Jewelry Sales Co., A Wholly-Owned Subsidiary [\0N 
of Lucky Stores, Inc. 


Number of Common Shares Issued and 
Outstanding On December 7, 1973 
32,626,914 


Number of Common Shareholders of 
Record on December 7, 1973 
36,361 


DESCRIPTION OF TRANSACTION 

Lucky Stores, Inc., a California corporation (“the Company”), and Jewelry Sales Co. (“Jewelry”), a 
wholly-owned subsidiary of the Company, have approved a Plan for Merger of Le Gran Corporation into 
Jewelry Sales Co. (the “Plan”), dated November 26, 1973, whereby Jewelry would acquire all the issued 
and outstanding capital stock of Le Gran Corporation (“Le Gran”), through the issuance of a maximum of 
861,864 shares of the Company’s voting common shares, $1.25 par value, in exchange therefor. The share¬ 
holders of Le Gran have approved the Plan, at a special meeting held on February 8, 1974. Pursuant to the 
Plan, each outstanding share of Le Gran common stock will be converted into eight-tenths (% 0 ) of a common 
share of the Company. No fractional interests in the common shares of the Company will be issued; in lieu 
thereof, the Company will pay to each holder of LeGran common stock an amount in cash equal to the cor¬ 
responding fraction of the closing price of a common share of the Company on the New York Stock Exchange 
on the effective date of the merger. The merger will become effective upon the completion of all filing require¬ 
ments with the State of California, anticipated to be on or about April 22, 1974. Le Gran common stock is 
currently listed on the American Stock Exchange. 

The Plan was entered into by the Company, Jewelry and Le Gran as a result of arms-length negotiations. 
The Company has also entered into an Indemnity and Escrow Agreement with the principal shareholders of 
Le Gran to secure the performance of Le Gran’s warranties and covenants under the Plan. Each of such 
shareholders has agreed initially to place in escrow ten percent (10%) of the shares issued to him pursuant 
to the Plan. The escrowed shares will be held by an escrow agent, Bank of America, N.T. & S.A., pursuant 
to the terms of the Indemnity and Escrow Agreement for a period of five years from the date of the deposit 
of such shares in escrow (except that escrowed shares covering any pending claims may be held beyond 
the five year period). The Indemnity and Escrow Agreement reserves in the shareholder the right to exercise 
all voting and other rights accompanying said shares, and entitles the shareholder to receive, when paid, all 
cash dividends upon the escrowed shares. Any escrowed shares actually applied to satisfaction of the obliga¬ 
tions secured by the escrow and therefore not ultimately released to the shareholder will be transferred to the 
Company, or sold by the escrow agent, under conditions set forth in the Indemnity and Escrow Agreement. 
Any escrowed shares transferred to the Company pursuant to the Indemnity and Escrow Agreement will be 
canceled by the Company. 
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This transaction is the subject of a Registration Statement on Form S-14 (No. 2-49739) filed with the 
Securities and Exchange Commission, which Registration Statement became effective on January 4, 1974. 
Included as part of this Listing Application is the Company’s prospectus which is a part of that Registration 
Statement and which incorporates the proxy statement mailed by Le Gran to its shareholders in connection 
with the special meeting of shareholders of February 8, 1974. The prospectus includes a detailed description 
of the transaction, the respective businesses of the Company and Le Gran, consolidated balance sheets of the 
Company at January 28, 1973 and at July 29, 1973 and the consolidated statements of earnings of the Company 
for the last five years, and the consolidated balance sheet of Le Gran at January 31, 1973 and at July 31, 1973 
and the consolidated statement of earnings of Le Gran for the last five years. The financial statements of 
the Company for the fiscal year ended January 28, 1973 are certified by Price Waterhouse & Co., independent 
accountants, and the financial statements of Le Gran for the fiscal year ended January 31, 1973 are certified 
by Touche Ross & Co., independent accountants. The prospectus also includes unaudited pro forma condensed 
consolidated financial statements and a conformed copy of the Plan. Also included as an exhibit to this Listing 
Application is the Certificate of the Secretary and Chief Accounting Officer of Le Gran with respect to the 
Consolidated Statement of Earnings of Le Gran for the six months ended July 31, 1972 and for the six months 
ended July 31, 1973 and the Consolidated Balance Sheet for Le Gran at July 31, 1973 and July 31, 1972. The 
said financial statements are the most recent financial statements used for valuation purposes in the decision 
to acquire Le Gran. 

No officer, director or principal shareholder of the Company or of its subsidiaries has any interest, direct 
or indirect, in the assets or capital stock of Le Gran or its subsidiaries, except that 1,000 Le Gran shares are 
owned by an adult son of an officer of the Company and 100 Le Gran shares are owned as separate property 
by the wife of another officer, beneficial ownership of which is disclaimed in each case by such officer. 

The Company has investigated the business, assets, operating results and financial condition of Le Gran, 
and believes that the merger is in the best interests of the Company and its shareholders, and that the Company 
will receive full and fair consideration for the shares to be issued. The transaction will result in the acquisi¬ 
tion of a retail jewelry business with established profitability and potential for growth. 

This transaction will be handled as a pooling of interests. Price Waterhouse & Co., independent account¬ 
ants and auditors for the Company, has reviewed and approved the accounting treatment as being in accordance 
with accepted accounting procedure. 


AUTHORITY FOR ISSUANCE 

The transaction above described was approved by the Board of Directors of the Company in resolutions 
adopted on October 25, 1973 and November 29, 1973. The Company’s Board of Directors approved the 
issuance of the Company’s common shares which are the subject of this Application in resolutions adopted on 
December 20, 1973. The transaction was approved by the shareholders of Le Gran in a resolution adopted 
on February 8, 1974. 

No further corporate action on the part of the Company is required in respect of this transaction. 

RECENT DEVELOPMENTS 

There have been no important recent developments affecting the Company or its business which have not 
been publicly announced. 

OPINION OF COUNSEL 

There is being filed with the Exchange, in support of this Application, the opinion of Messrs. Donahue, 
Gallagher, Thomas & Woods, 1417 Central Building, Oakland, California 94612, counsel to the Company, to 
the effect that: (1) The Company is a corporation duly organized, existing and in good standing under the 
laws of the State of California; (2) The common shares covered by this Application have been duly authorized 
for issuance and, when issued, will be validly issued, fully paid and nonassessable; (3) Under the laws of 
the State of California (in which the Company is organized and in which its principal place of business is 





LE GRAN CORPORATION 

3090 Airport Way 
Long Beach, California 90806 


January 8, 1974 


Dear Shareholder: 

Enclosed are a Notice of Meeting and Proxy Statement respecting a special meeting of the share¬ 
holders of Le Gran Corporation. 

At this meeting the shareholders will be asked to vote upon a proposed Merger of Le Gran into a 
wholly-owned subsidiary of Lucky Stores, Inc. Under the terms of the Merger each Le Gran shareholder 
will receive eight-tenths (8/10) of a common share of Lucky for each share of Le Gran common stock 
held by him. The common shares of Lucky are traded on the New York and Pacific Stock Exchanges. 
The accompanying Proxy Statement contains detailed information concerning Lucky and the proposed 
Merger. 

We have known Lucky and its management well for over thirteen years. In 1960 we were operating 
a single Gemco Membership Department Store in Anaheim, California. We felt that our financial 
resources were not adequate to expand that business and that it would be wiser to sell that business to 
a strong, geographically diversified retailer and to confine our efforts to the aspect of the business we 
knew best—jewelry departments. 

That was a wise decision, for as Lucky has opened more department stores we have opened a jewelry 
department in each of them, and Le Gran has prospered accordingly. We feel now as we did in 1960— 
that our future is with Lucky—but in a different way. Le Gran and its shareholders now have the 
opportunity to exchange the jewelry department business for an ownership interest in Lucky itself. 

Since 1960 Lucky has diversified in types of stores operated as well as in areas served. Directly 
and through its subsidiaries it operates supermarkets, discount centers, membership department stores, 
fabric stores, automotive stores, drug stores and sporting goods stores and has stores of one or more 
of these types in each of 23 states. 

In our opinion the proposed Merger would be highly advantageous to the shareholders of Le Gran. 
It would provide diversification of their investment through participation in a larger and well established 
business operating in many areas of the United States. Your Board of Directors has utmost confidence 
in the competence of Lucky’s excellent management and Lucky’s potential for future growth and 
expansion, and has unanimously approved the proposed Merger. 

Approval of the Merger requires the affirmative vote of two-thirds (^) of the outstanding shares 
of Le Gran. We are voting our shares FOR the Merger, and sincerely urge you to do likewise by marking, 
signing, dating and mailing the enclosed proxy as promptly as possible. 

Jack Levine 
Chairman of the Board 

David Grand 
President 
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LE GRAN CORPORATION 

3090 Airport Way 
Long Beach, California 90806 


Notice of Special Meeting of Shareholders 
February 8, 1974 


To the Shareholders of Le Gran Corporation: 

Notice is hereby given that a Special Meeting of Shareholders of Le Gran Corporation, a Cali¬ 
fornia corporation (“Le Gran”), will be held in Crown Room A of the Holiday Inn at 2640 Lakewood 
Boulevard, Long Beach, California on Friday, February 8, 1974 at 10:30 a.m., for the following 
purposes: 

L To consider and act upon a proposal to adopt and approve a Plan for Merger dated 
November 26, 1973 and Agreement of Merger, providing for the merger of Le Gran into a wholly- 
owned subsidiary of Lucky Stores, Inc., a California corporation (“Lucky”), with the result that 
Le Gran will in effect become a wholly-owned subsidiary of Lucky and each outstanding share of 
Le Gran common stock will become eight-tenths (% 0 ) of a common share of Lucky, as more 
fully described in the accompanying Proxy Statement and the Plan for Merger attached thereto 
as Exhibit I. 

2. To transact such other business as may properly come before the meeting. 

All shareholders are cordially invited to attend the meeting in person, but, whether or not you 
intend to be present at the meeting, please date, sign and return the enclosed proxy in the envelope pro¬ 
vided. Because a majority of the outstanding shares must be represented at the meeting in order to 
transact business and the proposed merger requires the favorable vote of two-thirds ( 2 /z) of the out¬ 
standing shares for approval, your promptness in returning the proxy will be greatly appreciated. The 
proxy is revocable and will not be used if you are present at the meeting and prefer to vote in person. 

By Order of the Board of Directors 
Allen K. Bailey, Secretary 

Long Beach, California 
January 8, 1974 

IT IS IMPORTANT THAT YOUR STOCK BE REPRESENTED AT THE MEETING. 
PLEASE SIGN, DATE AND MAIL THE ENCLOSED PROXY IN THE POSTPAID EN¬ 
VELOPE PROVIDED. 


LUCKY STORES, INC. HAS FILED A REGISTRATION STATEMENT WITH THE 
SECURITIES AND EXCHANGE COMMISSION COVERING ITS COMMON SHARES 
TO BE ISSUED IN CONNECTION WITH THE MERGER. THIS PROXY STATEMENT 
ALSO CONSTITUTES A PROSPECTUS OF LUCKY STORES, INC. FILED AS PART 
OF SUCH REGISTRATION STATEMENT. 

THE SECURITIES OF LUCKY STORES, INC. TO BE OFFERED IN CONNECTION 
WITH THE MERGER HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE 
SECURITIES AND EXCHANGE COMMISSION NOR HAS THE COMMISSION PASSED 
UPON THE ACCURACY OR ADEQUACY OF THE PROSPECTUS. ANY REPRESEN¬ 
TATION TO THE CONTRARY IS A CRIMINAL OFFENSE. 
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LE GRAN CORPORATION 
SUMMARY OF PROXY STATEMENT 


The following is a summary of certain information contained elsewhere in this Proxy Statement. 
For convenience of reference, the numbers of the pages which set forth in detail the information sum¬ 
marized appear in parentheses next to each caption below. Reference is made to, and this Summary 
is qualified in its entirety by, the detailed information contained in the Proxy Statement. 

General (pages 1, 2 and 3) 

The accompanying Proxy is solicited by the Management of Le Gran Corporation (“Le Gran”) 
for use at the Special Meeting of Shareholders to be held at 10:30 a.m. on February 8, 1974 in Crown 
Room A of the Holiday Inn at 2640 Lakewood Boulevard, Long Beach, California. At the meeting, the 
shareholders will consider and act upon the proposed merger of Le Gran into a wholly-owned subsidiary 
of Lucky Stores, Inc., a California corporation (“Lucky”). In practical effect the proposed merger will 
result in Le Gran becoming a wholly-owned subsidiary of Lucky and each outstanding share of Le 
Gran common stock being converted into eight-tenths (% 0 ) of a common share of Lucky. 

The Board of Directors of Le Gran has unanimously approved the proposed merger and recom¬ 
mends that Le Gran shareholders vote in favor thereof. The transaction must be approved by the holders 
of at least two-thirds {Yz) of the outstanding shares of Le Gran’s common stock. Only shareholders of 
Le Gran of record at the close of business on December 20, 1973 will be entitled to vote at the meeting. 

The directors of Le Gran have agreed to vote their shares in favor of the merger. As a group the 
directors own a total of 540,157 shares of Le Gran common stock, or approximately 52% of the out¬ 
standing shares. 

Tax Consequences (page 5) 

Le Gran has been advised by its legal counsel that the proposed merger will constitute a tax-free 
reorganization for federal income tax purposes and that consequently no gain or loss will result to the 
shareholders of Le Gran, except with respect to cash received for fractional interests in Lucky common 
shares or by reason of the exercise of appraisal rights by dissenting shareholders. Although not a 
condition precedent to the consummation of the merger, Le Gran has requested the Internal Revenue 
Service to issue a ruling on the tax-free status of the merger. 

Appraisal Rights (pages 3, 4 and 5) 

Any Le Gran shareholder of record who does not vote his shares in favor of the merger may, by 
making a written demand and complying with other requirements of California law, require that Le Gran 
purchase such shares for cash at their fair market value as of the day before the shareholders’ meeting 
in lieu of receiving common shares of Lucky in exchange for his Le Gran shares. 

Comparative Data—Le Gran and Lucky (pages 7, 8 and 9) 

Market Prices: During the period from January 1, 1973 through October 5, 1973 Le Gran common 
stock ranged in price between $5.00 and $14.00 on the American Stock Exchange and Lucky common shares 
ranged in price between $9.63 and $15.29 on the New York Stock Exchange. On October 5, 1973, the 
last trading date prior to the announcement of the proposed merger, the Le Gran stock price range was 
$8.25 to $8.38 and the Lucky share range was $14.75 to $15.13. 
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Per Share Data: The following is a summary of per share data for Le Gran and Lucky. The book 
values of a share of the common stock of Le Gran and a common share of Lucky as of the end of their 
latest fiscal years (not adjusted for a subsequent stock dividend of Lucky) were as follows: Le Gran 
(January 31, 1973), $6.06; Lucky (January 28, 1973), $4.66. In the proposed merger every share of 
Le Gran common stock will be exchanged for eight-tenths (%o) a Lucky common share (having a 
pro forma book value as of January 28, 1973 of $3.78 giving retroactive effect to the merger). The 
following pro forma per share amounts are based on the financial statements of Lucky combined, on a 
pooling of interests basis, with those of Le Gran giving retroactive effect to the issuance of common 
shares of Lucky pursuant to the merger (adjusted for stock dividends and distributions). The figures 
below should be read together with the detailed notes and other information set forth under the heading 
“Comparative Data” elsewhere in this Proxy Statement. Lucky’s fiscal year ends on the Sunday closest 
to the last day of January. In 1970 Le Gran changed its fiscal year. Accordingly, Le Gran’s 1969 fiscal 
year ended on December 31, 1969 and Le Gran’s 1970 fiscal year ended on January 31, 1971. The years 
listed are the applicable fiscal years for both Lucky and Le Gran. 


Net Earnings (primary) 

1968 

1969 

1970 

1971 

1972 

Le Gran .. 

. $ .56* 

$ .56 

$ .68 

$ .72 

$ .83 

Pro forma combined per Le Gran share. 

.46* 

.62* 

.71 

.77 

.75 

Lucky . 

.57 

.77* 

.89 

.96 

.94 

Pro forma combined per Lucky share. 

.57* 

.77* 

.89 

.96 

.94 


♦Excluding extraordinary item. 


Cash Dividends 

Le Gran . 

Pro forma per Le Gran share. 

. None 

. $ .22 

None 
$ .26 

None 
$ .32 

None 
$ .37 

None 
$ .39 

Lucky . 

.27 

.33 

.40 

.46 

.49 


Interest in Combined Companies: On the basis of the pro forma combined statements at July 29, 
1973, the voting interest of Le Gran shareholders in the pro forma combined companies is 2.50%. Net 
assets of Le Gran represent 3.82% of the pro forma combined net assets, and sales and net earnings 
for the twenty-six weeks then ended represent 1.04% and 1.76%, respectively, of the pro forma com¬ 
bined sales and net earnings. 

Business of Le Gran (pages 17 and 18) 

Le Gran is engaged in the retail sale of jewelry, photographic equipment, calculators, radios and 
other items such as luggage, stereo sets, typewriters, electric shavers, tape recorders, binoculars and 
silverware. Le Gran operates through a total of 53 leased departments, principally in membership depart¬ 
ment stores. Forty-eight of these leased departments are in membership department stores and discount 
centers operated by Lucky. Le Gran’s lease agreements with Lucky provide for lease terms extending 
through June 30, 1986 and are subject to certain performance requirements described elsewhere in this 
Proxy Statement. 

Business of Lucky (pages 19 through 29) 

Lucky is principally engaged in the retail sale of food and non-food items and is headquartered in 
Dublin, California. It conducts its business through 231 supermarkets, 127 discount centers, 46 mem¬ 
bership department stores, 108 fabric stores, 47 automotive stores, 24 drug stores and four sporting goods 
stores. The common shares of Lucky are traded on both the New York and Pacific Stock Exchanges. 
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LE GRAN CORPORATION 

3090 Airport Way 
Long Beach, California 90806 

PROXY STATEMENT 
January 8, 1974 

SPECIAL MEETING OF SHAREHOLDERS 


Purpose 

This Proxy Statement (first mailed to shareholders on or about January 8, 1974) is furnished 
in connection with the solicitation of proxies by the management of Le Gran for use at the Special 
Meeting of Shareholders to be held in Crown Room A of the Holiday Inn at 2640 Lakewood Boulevard, 
Long Beach, California on Friday, February 8, 1974 at 10:30 a.m. At the Meeting the shareholders 
will vote upon a proposal to adopt and approve the Plan for Merger of Le Gran Corporation into 
Jewelry Sales Co., dated November 26, 1973, providing for the merger of Le Gran into Jewelry Sales Co. 
(“Jewelry”), a California corporation and a wholly-owned subsidiary of Lucky Stores, Inc. and the 
conversion of each outstanding share of Le Gran’s common stock into eight-tenths (8/10) of a 
common share of Lucky (the “Merger”). 

Unless the context otherwise indicates, the term “Le Gran” as used herein refers to Le Gran 
Corporation and its subsidiaries, the term “Lucky” as used herein refers to Lucky Stores, Inc., a Cali¬ 
fornia corporation, and its subsidiaries, and the information contained herein is stated as of October 

28, 1973. 

Voting 

The only shares entitled to vote at the Meeting are shares of Le Gran’s common stock, par value 
$1.00 per share, held of record at the close of business on December 20, 1973, the record date fixed 
by Le Gran’s Board of Directors for the determination of holders of shares of common stock entitled 
to vote at the Meeting and any adjournments thereof. At said date, 1,043,163 shares of Le Gran’s 
common stock were outstanding. Le Gran’s shareholders of record are entitled to one vote for each 
share on all matters to be considered at the Meeting. Under California law, the affirmative vote of two- 
thirds (y$) of Le Gran’s common stock outstanding on the record date is required to approve the 
Merger. However, under the Plan for Merger, if more than five percent (5%) of Le Gran’s outstand¬ 
ing stock is submitted for appraisal and repurchase pursuant to the statutory rights of dissenters, Lucky 
will have the option to cancel the Merger. See “Material Features of the Proposed Merger—Dissenters’ 
Rights of Appraisal” and “Material Features of the Proposed Merger—Conditions to Consummation” 
below. 

The Boards of Directors of Le Gran and Lucky have unanimously approved the proposed Merger. 
In the belief that the Merger will benefit Le Gran and its shareholders, all of the directors of Le Gran 
have agreed with Lucky to vote their shares of Le Gran’s common stock in favor of the Merger. These 
shareholders own a total of 540,157 shares of Le Gran’s common stock, or 51.8% of the common 
stock outstanding. See “Description of Le Gran—Management.” 

Proxies 

All proxies which are properly completed, signed and returned to Le Gran prior to the Meeting 
will be voted FOR the Merger unless otherwise specified therein. Any proxy given by a shareholder 
may be revoked at any time before it is exercised by filing with the Secretary of Le Gran a written 
revocation or a duly executed proxy bearing a later date, or by voting in person at the Meeting. 
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All expenses of preparing, assembling and mailing the proxies and the material used in the 
solicitation of proxies will be borne by Le Gran. In addition to solicitation by mail, directors and 
employees of Le Gran may solicit proxies by personal interview, letter, telephone or telegram. Le Gran 
may reimburse brokerage houses, custodians, nominees and fiduciaries for their expenses in forwarding 
proxies and proxy material to their principals. 

REASONS FOR AND BACKGROUND OF THE PROPOSED MERGER 

The management of Le Gran believes the Merger to be desirable for Le Gran and its shareholders. 
Through the Merger Le Gran would become a part of Lucky, a large, well-established and diversified 
business operating in many areas of the United States. Le Gran (and its predecessors) and Lucky have 
enjoyed a favorable business relationship and have expanded together since 1960 when Lucky began 
the operation of membership department stores. Le Gran management is therefore well aware of and 
has utmost confidence in the competence of Lucky’s management and Lucky’s potential for future 
growth and expansion. It is felt that the business of Le Gran will complement that of Lucky and that 
the receipt of shares in a diversified retailing company would be most beneficial to the Le Gran share¬ 
holders. Lucky common shares are listed on both the New York and Pacific Stock Exchanges. Cash 
dividends have been paid quarterly commencing in 1947 and a three percent (3%) stock dividend has 
been issued each year commencing in 1960. 

The Merger has been unanimously approved by the Boards of Directors of both Le Gran and 
Lucky in the belief that the shareholders of both corporations would benefit therefrom. In arriving at 
the terms of the Merger as included in the Plan, the respective managements of the two corporations 
took into account many comparative factors, including relative financial position and operating results 
of the two companies, their past and prospective sales and earnings, assets and liabilities, management 
of each, and the respective market values of their shares. 

The terms of the Merger were negotiated in arm’s length bargaining between the managements 
of Le Gran and Lucky. Le Gran presently operates jewelry departments in Lucky’s membership 
department stores and discount centers. No officer or director of Le Gran is an officer or director of 
Lucky. No officer or director of Lucky is an officer or director of Le Gran. No officer or director of 
Lucky owns any shares of Le Gran (except for 1,000 Le Gran shares owned by an adult son of an 
officer of Lucky and 100 Le Gran shares owned as separate property by the wife of another officer of 
Lucky, beneficial ownership of which in each case is disclaimed by such officer). Le Gran officers and 
directors directly or beneficially own a total of 3,340 Lucky common shares. 

MATERIAL FEATURES OF THE PROPOSED MERGER 

A copy of the Plan for Merger is attached to this Proxy Statement as Exhibit I, and the statements 
respecting the Merger contained in this Proxy Statement are qualified by this reference to the specific 
provisions thereof. 

Subject to the terms and conditions of the Plan for Merger, the Merger will become effective upon 
the completion of all filing requirements under the laws of the State of California, anticipated to be on 
or about April 5, 1974. Upon the effectiveness of the Merger, Jewelry will change its name to “Le Gran 
Corporation” and continue the business of Le Gran, the separate corporate existence of which will 
then cease. 

The Plan may be amended as the respective Boards of Directors may determine to be appropriate 
to conform to the requirements of competent governmental authorities or to ensure that the Merger 
shall be a tax-free transaction. 

Conversion of Common Stock 

Upon the effectiveness of the Merger, each outstanding share of Le Gran’s common stock will 
automatically be converted into eight-tenths (8/10) of a common share of Lucky—i.e., one common 
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share of Lucky will be issued for each one and one-quarter (1%) shares of Le Gran’s common stock 
held of record on the effective date of the Merger. No fractional interest in a Lucky common share 
will be issued, but in lieu thereof each holder of Le Gran’s common stock otherwise entitled to such 
fractional interest will be paid an amount in cash equal to the corresponding fraction of the closing 
price of a Lucky common share on the New York Stock Exchange on the effective date of the Merger. 

After the effective date of the Merger, shareholders must surrender their certificate or certificates 
representing their Le Gran common stock to the Corporate Agency Service Center of Bank of America, 
N.T. & S.A., P.O. Box 37002, San Francisco, California 94137 (the “Exchange Agent”), in order to 
receive in exchange therefor a certificate representing the Lucky common shares into which their Le 
Gran common stock is converted pursuant to the Merger, together with cash for any fractional interest 
to which such shareholders might otherwise be entitled. Approval of the Merger by the shareholders 
at the Meeting will constitute ratification of the appointment of the Exchange Agent. 

Employee Stock Options 

Options to purchase Lucky common shares under Lucky’s Qualified Stock Option Plan will be 
substituted for options held by Le Gran’s employees under Le Gran’s Qualified Stock Option Plan on 
the following basis: Each holder of an option to purchase Le Gran’s common stock will receive an option 
to purchase that number of Lucky common shares equal to the lesser of (a) eight-tenths (8/10) of 
the number of shares of Le Gran’s common stock which he would have been entitled to purchase or 
(b) the number of shares of Le Gran’s common stock which he would have been entitled to purchase, 
multiplied by the ratio between the closing price of a share of Le Gran’s common stock on the American 
Stock Exchange on the business day immediately preceding the effective date of the Merger and the 
closing price of a Lucky common share on the New York Stock Exchange on such effective date. The 
option price for the purchase of such Lucky common shares will be equal to the product of (x) the 
number of shares of Le Gran’s common stock which he would have been entitled to purchase prior to 
the Merger and (y) the per share option price for such shares divided by (z) the number of Lucky 
common shares as to which such Lucky option becomes exercisable by virtue of the Merger. Otherwise, 
the terms and conditions of the options to purchase Lucky common shares will be as provided under 
Lucky’s 1969 Qualified Stock Option Plan. (See “Description of Lucky—Management” below.) This 
procedure is intended to preserve the status of the Le Gran options as qualified stock options under 
the Internal Revenue Code of 1954. 

General Effect of the Merger on the Rights of Shareholders 

Immediately upon the consummation of the Merger, each former shareholder of Le Gran will 
become a shareholder of Lucky. After the Merger and until the shareholder’s certificate(s) repre¬ 
senting his Le Gran common stock shall be surrendered to the Exchange Agent, such certificate(s) 
shall be deemed to evidence the whole number of Lucky common shares issuable in exchange therefor. 
However, until such surrender such shareholder shall not be entitled to the rights afforded a Lucky 
shareholder of record (including the right to payment or issuance of dividends or distributions, the 
right to receive notifications or reports and the right to vote or participate in meetings). Upon such 
surrender, such shareholder shall receive any dividends or distributions which theretofore had become 
distributable and shall be afforded all rights of a Lucky shareholder of record. 

Lucky common shares to be issued in connection with the Merger shall have been approved by 
both the New York Stock Exchange and the Pacific Stock Exchange for listing upon official notice of 
issuance. Lucky shareholders are entitled to substantially the same rights as to voting and other signifi¬ 
cant matters as Le Gran shareholders, subject to the right of the Board of Directors and the shareholders 
of Lucky to amend such rights in accordance with applicable law and Lucky’s Articles of Incorporation 
and By-Laws. 

Dissenters’ Rights of Appraisal 

Any shareholder of record who did not vote any or all of the shares which he was entitled to vote 
in favor of the Merger may, by complying with the provisions of Sections 4300-4318 of the Corpora- 
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tions Code of the State of California (outlined below), require Le Gran to purchase the shares which 
he did not vote in favor of the Merger (“dissenting shares ,, ) at their fair market value (determined by 
the Board of Directors as of the day immediately prior to the vote of the shareholders approving 
the Merger). 

The following is only a summary of the above-referenced provisions of the Corporations Code of 
the State of California. Upon approval of the Merger by the requisite vote of the shareholders, Le 
Gran will mail notice of such approval (the “Notice”) to each of its shareholders. Thereafter, a share¬ 
holder who wishes to have his dissenting shares purchased by Le Gran must act in accordance with 
the statutory procedure summarized below. Such shareholder must deliver a written demand to Le 
Gran within 30 days after Le Gran mails the Notice. The demand must: (a) state the number of 
shares held of record by the shareholder which he demands that Le Gran purchase; and (b) request 
that Le Gran state what it claims to be the fair market value of those shares as of the day prior to 
the shareholders' approval of the Merger. Within the same 30 day period, the demanding shareholder 
must also deliver to Le Gran at its principal office designated in the Notice (or its transfer agent 
designated in the Notice) his certificate(s) representing the shares which he demands that Le Gran 
purchase, which will be stamped or endorsed with a statement that the shares are dissenting shares or 
exchanged for certificates of appropriate denominations to be so stamped or endorsed. The certificate(s) 
so stamped or endorsed will then be returned to the shareholder. Upon subsequent transfer of such 
shares, any new certificates issued therefor shall bear a like statement, together with the name of the 
original dissenting holder of the shares. 

Within five days after receipt of a written demand for the purchase of shares as dissenting shares, 
Le Gran, if it determines that such shares are dissenting shares, shall mail or deliver to the demanding 
shareholder at his last known address a written offer to purchase the dissenting shares at the price 
determined by Le Gran to represent their fair market value. If Le Gran and the demanding share¬ 
holder agree that the shares are dissenting shares and agree upon the price set forth in such offer, Le 
Gran shall purchase such shares for cash at such price, together with 7% interest on the total purchase 
price from the date of such agreement. Such purchase shall be made within 30 days after such agreement, 
upon surrender of the certificate(s) representing the shares to be purchased. 

If Le Gran determines that any shares demanded to be purchased are not dissenting shares, or if 
Le Gran and one or more shareholders cannot agree on the fair market value of the shares, then such 
shareholder or shareholders may, within six months after the Notice is mailed (but not thereafter), 
either separately or jointly file a complaint or complaints in the Superior Court of Los Angeles County 
requesting the court to determine whether the shares are dissenting shares, or to determine the fair 
market value of the dissenting shares, or both, or such shareholder or shareholders may intervene in 
any pending action for the appraisal of any dissenting shares. The costs of such action (which may 
include reasonable compensation of appraisers appointed by the court) shall be assessed or apportioned 
as the court considers equitable. However, if the court determines that Le Gran is obligated to purchase 
the shares in question at a price higher than that offered by Le Gran, Le Gran must bear such costs. 

Once demand has been made and the certificate(s) representing the shares to be purchased have 
been submitted for stamping or endorsement with the statement, the shareholder may not withdraw his 
demand unless the Board of Directors consents to such withdrawal. However, shareholders shall cease 
to be dissenting shareholders and to be entitled to have their shares purchased by Le Gran upon the 
occurrence of any of the following: (a) Le Gran abandons the Merger, whereupon the shareholder 
is entitled to recover from Le Gran all necessary expenses (including reasonable attorney's fees) in¬ 
curred in connection with his demand; (b) the shares are transferred prior to their submission for 
stamping or endorsement as described above; (c) Le Gran and the shareholder fail to agree upon 
the status of the shares as dissenting shares and upon the purchase price of the shares, and the share¬ 
holder fails to bring an appropriate court action to determine any such controversy within six months 
after the Notice is mailed by Le Gran; or (d) the shareholder withdraws his demand with the consent 
of Le Gran. 
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In the event that the Merger is consummated prior to the completion of any proceedings relating 
to the purchase of Le Gran s common stock pursuant to dissenters’ statutory appraisal rights, Jewelry 
shall succeed to all of the rights and duties of Le Gran with respect to such proceedings. 

Federal Income Tax Consequences 

In the opinion of Nossaman, Waters, Scott, Krueger & Riordan, counsel to Le Gran, the Merger 
is a tax-free transaction under the Internal Revenue Code of 1954, as amended, and will not result in 
any taxable income to Le Gran or to any shareholder of Le Gran, except to the extent of any cash 
received by such shareholder in lieu of fractional interests in Lucky common shares or by reason of 
exercise of appraisal rights by dissenting shareholders. The basis of the Lucky common shares received 
by holders of the Le Gran common stock will be the same as the basis of the Le Gran common stock 
surrendered in exchange therefor. The holding period of the Lucky common shares received in the 
exchange will include the period for which the shares of Le Gran common stock surrendered in exchange 
therefor were held. Although not a condition precedent to the consummation of the Merger, a request for a 
revenue ruling on these aspects of the Merger has been filed by Le Gran. No opinion is expressed with 
respect to the federal income tax consequences of the Merger except as set forth above, or with respect 
to any state or foreign tax consequences of the Merger. Each Le Gran shareholder is urged to consult 
his own tax advisor with respect to his tax consequences resulting from the Merger. 

Conditions to Consummation 

The Plan for Merger may be terminated and the Merger may be abandoned by mutual consent of 
the parties at any time prior to consummation of the Merger. In addition, paragraphs 10 and 11 of the 
Plan for Merger establish several conditions precedent to consummation of the Merger. The principal 
conditions are summarized below. 

Lucky has the right to refuse to consummate the Merger if: (a) it does not receive the un¬ 
qualified opinion of Le Gran’s independent accountants with respect to the audited consolidated financial 
statements of Le Gran for its fiscal year ending January 31, 1974; (b) it does not receive a letter from 
the independent accountants for Lucky confirming, among other things, that the Merger will be treated 
as a “pooling of interests” for accounting purposes; (c) the net worth of Le Gran as of January 31, 
1974, as reflected in its audited consolidated balance sheet, and subject to certain adjustments as set 
forth in the Plan for Merger, is less than $7,150,000; or (d) more than five percent (5%) of the 
shares of Le Gran’s outstanding common stock shall have become dissenting shares pursuant to the 
procedures described under the heading “Material Features of the Proposed Merger—Dissenters’ 
Rights of Appraisal” above. 

Le Gran has the right to refuse to consummate the Merger if: (a) it does not receive the un¬ 
qualified report of Lucky’s independent accountants with respect to the audited consolidated financial 
statements of Lucky for its fiscal year ending February 3, 1974; (b) the net worth of Lucky for the 
fiscal year ending February 3, 1974, as reflected in its audited consolidated financial statements, is less 
than $165,000,000; or (c) it does not receive an opinion of its counsel to the effect that the Merger 
is a tax-free reorganization under the Internal Revenue Code and that the common shares of Lucky 
received pursuant to the Merger may be sold or otherwise disposed of in accordance with Rule 145 
under the Securities Act of 1933. 

There are additional conditions to the consummation of the Merger, including: (a) the approval 
of the Plan for Merger (and the Agreement of Merger) by the Le Gran shareholders; (b) obtaining 
requisite approval of certain governmental agencies, stock exchanges, and lenders under certain of 
Lucky’s long-term financing arrangements; (c) the absence of material adverse changes in the con¬ 
dition of both Le Gran and Lucky and the accuracy on the effective date of the Merger of the respective 
representations and warranties of each company as set forth in the Plan for Merger; (d) legal counsel 
for each of the parties to the Merger furnishing required opinions as to certain matters; and (e) the 
absence of any pending or threatened legal action to restrain, set aside or invalidate the Merger or 
to obtain substantial damages with respect thereto. 
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The Plan for Merger provides that the Merger shall become effective on April 5, 1974 or as soon 
thereafter as all of the conditions have been satisfied. The Plan for Merger will terminate on June 1, 
1974 if the Merger has not been consummated prior thereto, unless a later date is mutually agreed upon 
by the parties. 

Expenses of the Merger 

Whether or not the Merger is consummated, Le Gran, Lucky and Jewelry will each pay their own 
fees and expenses incurred in connection with the Merger. 

Registration under the Securities Act of 1933 

The Lucky common shares to be issued pursuant to the Plan for Merger have been registered under 
the Securities Act of 1933, as amended, by a registration statement on Form S-14 filed with and declared 
effective by the Securities and Exchange Commission. 

Le Gran Warrant Owned by Lucky 

In connection with a lease agreement between Le Gran and Lucky, Le Gran issued to Lucky in 
1971 a warrant to purchase 77,339 shares of Le Gran’s common stock at a price of $8.80 per share 
(adjusted to reflect the 25% stock dividend in April 1972). Although the warrant does not expire by 
its terms until January 30, 1986, if the Merger is consummated Lucky will not exercise the warrant. 

Le Gran Profit Sharing Plan 

The Le Gran Profit Sharing Plan will be terminated following the Merger. 

Accounting Treatment 

The Merger will be treated for accounting purposes as a “pooling of interests.” Prior to the effective 
date of the Merger, Price Waterhouse & Co., independent accountants, shall have approved this treat¬ 
ment as being in accordance with generally accepted accounting principles. 

Right to Transfer Shares 

Any shareholder who is not an “affiliate” of Le Gran will be entitled to transfer without restriction 
any or all of the Lucky common shares which he receives by virtue of the Merger. 

Certain officers and directors of Le Gran and members of their families may be deemed to be 
“affiliates” of Le Gran as that term is defined in Rule 145 under the Securities Act of 1933. Such 
persons will agree to take Lucky common shares in connection with the Merger for their personal 
accounts only, without present intention of further distribution, and to engage in resales of such shares 
only in compliance with the applicable requirements of state and federal securities laws and regulations 
and the Plan for Merger. Lucky shall have the right to place a legend on all certificates for such shares. 

Interest of Le Gran or Le Gran Management in Transactions 

Although no legally enforceable agreements have been entered into, Lucky has informed Le Gran 
that it intends to employ or to cause Jewelry to employ certain of the key administrative personnel of 
Le Gran, all of whom will receive benefits under Lucky’s established employee benefit programs for 
salaried administrative personnel holding like positions. In this connection Lucky has agreed to employ 
David Grand, a director and the President of Le Gran, as Vice President-Jewelry Division Manager 
for at least two years at a salary of $60,000 per year. During fiscal year 1973 David Grand will receive 
a salary of $52,500 and a bonus (which during fiscal year 1972 was in the amount of $6,000). Lucky 
has also agreed to employ Frank Grand, a director and the Senior Vice President of Le Gran, at an 
annual salary and bonus equal in the aggregate to his current salary and the last year-end bonus paid to 
him (which salary and bonus presently total $35,250). 
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Additionally, conditioned upon consummation of the Merger, David Grand has entered into a 
consultation and non-competitive agreement with Lucky and Jewelry under which he will receive 
an aggregate of $205,000 during the seven years following the Merger. 

Negotiations have commenced between Lucky and Stephen D. Grand, the adult son of David Grand, 
whereby Stephen Grand may purchase the operations of the three Le Gran leased departments operating 
in Hawaii. If the purchase is consummated, the purchase price will be the book value of such operations 
as of the date of purchase (which at July 31, 1973 constituted 1% of Le Gran’s net assets on a con¬ 
solidated basis). For the six months ended July 31, 1973 such operations generated 2% of Le Gran’s 
net income on a consolidated basis. Stephen Grand is not an officer or director of Le Gran. 

In accordance with the terms of the Plan for Merger, all of the above persons will receive Lucky 
common shares in exchange for any Le Gran stock which they own. See “Description of Le Gran- 
Management” below. 

Jack Levine and David Grand, the principal shareholders of Le Gran, have entered into an Indemnity 
and Escrow Agreement with Lucky, whereby they have agreed to indemnify Lucky against a breach 
of any of the warranties and covenants of Le Gran under the Plan for Merger. As security pursuant 
to that Agreement, each of Messrs. Levine and Grand has agreed initially to place in escrow ten percent 
(10%) of the Lucky common shares issued to him pursuant to the Plan for Merger. See “Description 
of Le Gran—Principal Shareholders” below. 


COMPARATIVE DATA 

Market Price of Common Shares 

The following table sets forth for the periods shown the range of market prices for Le Gran’s 
common stock on the American Stock Exchange (adjusted to the nearest % to reflect the 25% stock 
dividend of April 17, 1972) and for the common shares of Lucky on the New York Stock Exchange 
(adjusted to the nearest % to reflect the 3% stock dividends issued in July of 1972 and 1973): 


Le Gran Lucky 


Period 

High 

Low 

High 

Low 

1972 

First Quarter . 

. 19% 

127% 

20 7% 

17% 

Second Quarter. 

. m 

10 

185% 

13% 

Third Quarter. 

. 

11 

15% 

12% 

Fourth Quarter. 

. 14 % 

11% 

17% 

12% 

1973 

First Quarter . 

. 14 

8% 


10% 

Second Quarter. 

. 9% 

5 

13% 

9% 

Third Quarter. 

. 8% 

5 

15% 

10 

Fourth Quarter 

(through December 28, 1973) . 

. 10% 

7% 

14*4 

10% 


On October 5, 1973, the last business day prior to the date of the announcement of the Merger, 
the Le Gran common stock price range on the American Stock Exchange was $8.25 to $8.38 and the 
Lucky common share price range on the New York Stock Exchange was $14.75 to $15.13. 

On December 28, 1973 the Le Gran common stock price range on the American Stock Exchange 
was $8.63 to $8.75 and the Lucky common share price range on the New York Stock Exchange was 
$11.88 to $12.25. 
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Capitalization 

The following table sets forth the capitalization of Le Gran and Lucky as of the end of their 
respective second quarters of 1973 and the pro forma combined capitalization of Lucky after giving 
effect to the Merger. This data should be read in conjunction with the separate financial statements 
and notes thereto appearing elsewhere in this Proxy Statement. 


Le Gran 


(Thousands of Dollars) 

Lucky Pro Forma 


Short-term debt . $ 1,000 $ 16,825 

Long-term debt (excluding current portion) —0— 79,829 

Shareholders’ equity. 6,445 162,075 


$ 17,825 
79,829 
168,520 


Per Share Earnings 

The net earnings per share (adjusted for stock dividends and distributions) of Le Gran and 
Lucky, and of Le Gran and Lucky on a pro forma basis giving retroactive effect to the Merger, as 
derived from the consolidated financial statements included elsewhere in this Proxy Statement, are set 
forth below for each of the five latest fiscal years and for the first six months of each of fiscal 1972 
and the current fiscal year: 


1968 


Primary: 

Earnings before extraordinary item: 

Le Gran_ $ -56 

Pro forma combined per Le Gran share- 46 

Lucky - 57 

Pro forma combined per Lucky share- .57 

Earnings including extraordinary item: 

Le Gran-- 54 

Pro forma combined per Le Gran share —.46 

Lucky - 57 

Pro forma combined per Lucky share- .57 

Fully diluted : 

Earnings before extraordinary item: 

Le Gran- 56 

Pro forma combined per Le Gran share- .42 

Lucky - 53 

Pro forma combined per Lucky share.53 

Earnings including extraordinary item: 

Le Gran_ .54 

Pro forma combined per Le Gran share.42 

Lucky - .53 

Pro forma combined per Lucky share- .53 


1969 

1970 

1971 

1972 

1972 1973 

(Six (Six 

Months) Months) 

$ .56 

$ .68 

$ .72 

$ .83 

$ .19 

$ .25 

.62 

.71 

.77 

.75 

.32 

.35 

.77 

.89 

.96 

.94 

.41 

.45 

.77 

.89 

.96 

.94 

.40 

.44 

.56 

.68 

.72 

.83 

.19 

.25 

.66 

.71 

.77 

.75 

.32 

.35 

.83 

.89 

.96 

.94 

.41 

.45 

.82 

.89 

.96 

.94 

.40 

.44 


.55 

.68 

.70 

.80 

.18 

2S 

.58 

.68 

.74 

.74 

.31 

.34 

.72 

.85 

.93 

.92 

.40 

.44 

.72 

.85 

.93 

.92 

.39 

.43 

.55 

.68 

.70 

.80 

.18 

25 

.62 

.68 

.74 

.74 

.31 

.34 

.78 

.85 

.93 

.92 

.40 

.44 

.77 

.85 

.93 

.92 

.39 

.43 
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Per Share Dividends 

Lucky has paid cash dividends on its common shares in each of its five latest fiscal years and in its 
current fiscal year. Lucky’s Board of Directors has declared a cash dividend of thirteen and one-half 
cents ($.135) per common share to shareholders of record on December 7, 1973, payable twelve cents 
($.12) on December 28, 1973 and one and one-half cents ($.015) on January 3, 1974, in accordance 
with the dividend guidelines of the federal economic stabilization program. In addition, Lucky effected 
100% stock distributions in both September 1969 and September 1971 and issued 3% stock dividends 
in July of each year listed in the table below. 

Le Gran declared and paid its first cash dividend in June of 1973. Le Gran’s Board of Directors 
has declared a cash dividend of eight cents ($.08) per share of common stock to shareholders of record 
on December 3, 1973, payable on December 17, 1973. In addition, in April of 1971 and 1972 Le Gran 
effected 5-for-4 stock distributions in the form of 25% common stock dividends. 


The following table reflects the cash dividends paid by Lucky and Le Gran, and Le Gran on a 
pro forma basis giving retroactive effect to the Merger, for each of the five latest fiscal years and for 
the first nine months of the current fiscal year. 



1968 

1969 

1970 

1971 

1972 

1973 

(Through 
October 28) 

Cash dividends paid per common share: 






Le Gran .-. 

. None 

None 

None 

None 

None 

$ .08 

Pro forma per Le Gran share. 

. $ .22 

$ .26 

$ .32 

$ .37 

$ .39 

.30 

Lucky . 

.27 

.33 

.40 

.46 

.49 

.38 


Per Share Book Value 

The book values of a share of the common stock of Le Gran and a common share of Lucky as of 
the end of their latest fiscal years (not adjusted for a subsequent stock dividend of Lucky) were $6.06 
and $4.66, respectively. In the Merger every share of Le Gran common stock will be exchanged for 
eight-tenths (% 0 ) of a Lucky common share (having a pro forma book value as of January 28, 1973 
of $3.78 giving retroactive effect to the Merger). 
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LE GRAN CORPORATION AND SUBSIDIARIES 


CONSOLIDATED STATEMENT OF EARNINGS 

The following consolidated statement of earnings of Le Gran Corporation and subsidiaries for the three years 
ended January 31, 1973, and the two years ended December 31, 1969, has been examined by Touche Ross & Co., 
independent certified public accountants, whose report with respect thereto appears elsewhere in this proxy state¬ 
ment. The statements of earnings for the six months ended July 31, 1972 and July 31, 1973 have not been examined 
by independent accountants, but in the opinion of management all adjustments (which comprised only normal 
recurring accruals) necessary for a fair presentation of results of operations for that period, have been reflected 
therein. The results of operations for the six months ended July 31, 1973 are not necessarily indicative of the 
results that will be realized for the year ending January 31, 1974. This statement should be read in conjunction 
with the financial statements of Le Gran and related notes thereto appearing elsewhere in this proxy statement. 


Year Ended Year Ended Six Months 

December 31 _ January 31 _ Ended July 31 



1968 

1969 

1971 

1972 

1973 

1972 

1973 







(Unaudited) 

(Unaudited) 

Sales . 

$11,409,000 

$13,130,000 

$17,434,000 

$20,342,000 

$24,416,000 

$ 8,887,000 

$11,501,000 

Cost of sales. 

8,145,000 

9,275,000 

12,165,000 

14,091,000 

16,986,000 

6,156,000 

7,955,000 

Gross profit. 

3,264,000 

3,855,000 

5,269,000 

6,251,000 

7,430,000 

2,731,000 

3,546,000 

Selling, general and administrative 








expenses ... 

2,447,000 

2,939,000 

4,137,000 

4,930,000 

5,835,000 

2,387,000 

3,015,000 

Interest expense—short term - 

5,000 

27,000 

18,000 

49,000 

9,000 

1,000 

36,000 


2,452,000 

2,966,000 

4,155,000 

4,979,000 

5,844,000 

2,388,000 

3,051,000 

Earnings before taxes on income 








and extraordinary item - 

812,000 

889,000 

1,114,000 

1,272,000 

1,586,000 

343,000 

495,000 

Taxes on income (Note A) : 








State_ 

50,000 

75,000 

89,000 

97,000 

125,000 

26,000 

39,000 

Federal ... 

276,000 

309,000 

408,000 

470,000 

601,000 

125,000 

194,000 


326,000 

384,000 

497,000 

567,000 

726,000 

151,000 

233,000 

Earnings before extraordinary item 

486,000 

505,000 

617,000 

705,000 

860,000 

192,000 

262,000 

Extraordinary item—state taxes on 








income (Note B) - 

21,000 







Net earnings .... 

$ 465,000 

$ 505,000 

$ 617,000 

$ 705,000 

$ 860,000 

$ 192,000 

$ 262,000 

Average number of shares out¬ 








standing (Note C) . 

864,583 

906,186 

906,186 

974,728 

1,031,778 

1,031,058 

1,038,048 

Average number of shares out¬ 








standing used in computing earn¬ 








ings per share, assuming full di¬ 








lution (Note C)- 

864,601 

911,874 

909,196 

1,000,011 

1,068,980 

1,066,441 

1,041,108 

Earnings per share (Note C): 








Earnings before extraordinary 








item_ 

$.56 

$.56 

$.68 

$.72 

$.83 

$.19 

$.25 

Extraordinary item_ 

C02) 







Net earnings_ 

$.54 

$.56 

$.68 

$.72 

$.83 

$.19 

$.25 


— 

• 

—k 

■ 



1 

Earnings per share, assuming full 








dilution (Note C): 








Earnings before extraordinary 








item . 

$.56 

$.55 

$.68 

$.70 

$.80 

$.18 

$.25 

Extraordinary item_ 

C02) 







Net earnings - 

$.54 

$.55 

$.68 

$.70 

$.80 

$.18 

$.25 

Distribution accounted for as stock 








dividend _ 

— 

— 

25% 

25% 

— 

— 

— 

Cash dividends. 

— 

— 

— 

— 

— 

— 

$.08 


See notes to statement of earnings. 
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LE GRAN CORPORATION AND SUBSIDIARIES 


NOTES TO STATEMENT OF EARNINGS 
Note A—Taxes on Income: 

The Company and its subsidiaries file separate federal and state income tax returns and have 
elected for federal income tax purposes to claim the multiple surtax exemptions available. The Tax 
Reform Act of 1969 provides for the multiple surtax exemption to be phased out by the year ended 
January 31, 1976. The effect of this phaseout will be to increase the required provision for federal tax 
ratably through the year ended January 31, 1976. If the multiple surtax exemption had not been avail¬ 
able, federal taxes on income would have been increased and net earnings reduced by approximately 
the following amounts: Year Ended Year Ended Six Months Ended 


December 31 January 31 July 31 


1968 

1969 

1971 

1972 

1973 

1972 1973 


Increase in federal 
income taxes_ 

$119,000 

$113,000 

$87,000 

$88,000 

$95,000 

(Unaudited) 

$27,000 $25,000 

Decrease in earnings per 
share - 

$.14 

$.13 

$.10 

$.09 

$.09 

$.03 $.02 


Included in the provision for federal taxes on income in each of the years and six month periods 
shown above are deferred taxes (credits) of ($76,000), $10,000, $27,000, ($66,000), $10,000, for the 
years 1968 through 1973 and ($18,000), ($28,000), for the six months ended July 31, 1972 and 1973, 
respectively. The remaining amounts of the provision for federal taxes on income and substantially 
all of the provision of state taxes on income in each of the periods relates to amounts currently payable. 

The Company accounts for the investment tax credit, which has been nominal in each of the years, 
using the flow-through method. 

Note B—Extraordinary Item: 

In accordance with a change in generally accepted accounting principles, California franchise tax 
was accrued in the income year ended December 31, 1968. The franchise tax paid in 1968 of $43,000, 
less related federal taxes on income of $22,000, based upon 1967 income, is shown as an extraordinary 
item. 


Note C—Earnings per Share: 

Earnings per share are based upon the average number of shares outstanding during each of the 
years giving retroactive effect to the 50,000-for-l stock split effected on April 10, 1968, and adjusted 
for distributions in the form of 25% stock dividends paid on April 9, 1971, and April 17, 1972. Fully 
diluted earnings per share assume the exercise of the Company’s outstanding stock options and warrants 
as of the beginning of the period. 


Note D—Change in Fiscal Year: 

At January 31, 1971, the Company changed its fiscal year from December 31, to January 31. The 
net loss for January 1970 of ($32,000) ($.03 per share) on sales of $685,000 has been charged to 
retained earnings as of January 31, 1970. 


Interim Results—Unaudited: 


Results of operations for the three months ended October 31, 1972 and October 31, 1973 were 
as follows: Unaudited 


Three Months 
Ended 
October 31, 
1972 


Three Months 
Ended 
October 31, 
1973 


Sales and operating revenues . $5,058,000 

Net earnings for period . $ 90,000 

Net earnings for period per common share: 

Assuming no dilution _ $.08 

Assuming full dilution. $.08 


$6,214,000 
$ 74,000 

$.07 

$.07 


In the opinion of the Company all adjustments, consisting only of normal recurring adjustments, 
necessary for a fair statement of the results of operations for such periods have been included. 
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LUCKY STORES, INC. 


CONSOLIDATED STATEMENTS OF EARNINGS 

The following consolidated statements of earnings of Lucky Stores, Inc. and subsidiary companies for the five 
fiscal years ended January 28, 1973 have been examined by Price Waterhouse & Co., independent accountants, 
whose report thereon appears elsewhere herein. The unaudited consolidated statements of earnings for the twenty- 
six week periods ended July 30, 1972 and July 29, 1973 reflect, in the opinion of management, all adjustments 
(which include only normal recurring accruals) necessary to present fairly the earnings for such periods. The 
results of operations for the twenty-six week period ended July 29, 1973 are not necessarily indicative of the 
operating results for the full year. As more fully described in Note 2 to the consolidated financial statements, busi¬ 
ness combinations accounted for as poolings of interests are included in these statements for all periods and 
purchased companies are included from their respective dates of acquisition. This statement should be read in 
conjunction with the other financial statements of Lucky Stores, Inc. and notes thereto included elsewhere herein. 

Fiscal Year Ended 


Feb. 2,1969 
(53 Weeks) 


Feb. 1,1970 
(52 Weeks) 


Jan. 31, 1971 
(52 Weeks) 


Jan. 30,1972 
(52 Weeks) 


Jan. 28,1973 
(52 Weeks) 


Sales and operating 


Twenty-six Weeks Ended 
July 30,1972 July 29,1973 
(Unaudited) 


revenues (a) - 

$1,076,591,000 

$1,334,738,000 

$1,576,982,000 

$1,793,613,000 

$1,988,376,000 

$ 945,573,000 

$1,091,073,000 

Cost of goods sold— 

865,567,000 

1,066,226,000 

1,253,690,000 

1,416,502,000 

1,571,145,000 

747,550,000 

863,355,000 

Selling, general and 
administrative ex¬ 

211,024,000 

268,512,000 

323,292,000 

377,111,000 

417,231,000 

198,023,000 

227,718,000 

penses — . 

Provision for depreci¬ 
ation and amortiza¬ 

164,450,000 

204,154,000 

248,422,000 

296,593,000 

337,291,000 

161,595,000 

186,292,000 

tion _ 

8,516,000 

10,175,000 

12,289,000 

13,669,000 

16,043,000 

7,667,000 

9,176,000 

Interest expense- 

4,154,000 

4,717,000 

5,834,000 

5,671,000 

6,463,000 

3,297,000 

3,671,000 

Earnings before in¬ 
come taxes and 

177,120,000 

219,046,000 

266,545,000 

315,933,000 

359,797,000 

172,559,000 

199,139,000 

extraordinary item 
Estimated taxes on in¬ 

33,904,000 

49,466,000 

56,747,000 

61,178,000 

57,434,000 

25,464,000 

28,579,000 

come (b) . 

Earnings before ex¬ 

17,439,000 

26,411,000 

28,773,000 

30,415,000 

26,934,000 

12,298,000 

13,964,000 

traordinary item.. 

16,465,000 

23,055,000 

27,974,000 

30,763,000 

30,500,000 

13,166,000 

14,615,000 


Extraordinary item— 
gain on sale of in¬ 
vestment in Blue 
Chip Stamps, net of 
estimated income 

taxes of $775,000 _ 

Net earnings (a)_ 

Preferred and prefer¬ 
ence shares dividend 

requirements (c) _ 

Earnings for common 

shares _ 

Earnings per common 
share (c): 

Primary: 

Earnings before 
extraordinary 

item- 

Extraordinary 

item_ 

Net earnings_ 

Fully diluted: 
Earnings before 
extraordinary 

item- 

Extraordinary 

item- 

Net earnings_ 

Cash dividends per 
common share (d).... 

Stock dividends - 


1,700,000 


16,465,000 24,755,000 27,974,000 

30,763,000 

30,500,000 

13,166,000 

14,615,000 

407,000 361,000 360,000 

360,000 

371,000 

180,000 

193,000 

$ 16,058,000 $ 24,394,000 $ 27,614,000 

$ 30,403,000 $ 

30,129,000 

$ 12,986,000 $ 

14,422,000 


$.57 

£57 

$.53 

%S3 

$.27 

3% 


$.77 

.06 

$.83 


$.72 

.06 

$.78 

$.33 

3% 


$.89 

£89 

$.85 

$1*5 

$.40 

3% 


$.96 

£96 

$.93 

£93 

$.46 

3% 


$.94 

£94 

$.92 

$J92 

$.49 

3% 


$.41 

$41 

$.40 

$40 

$.24 

3% 


$.45 

$45 

$.44 

$44 

$.25 

3% 















































































LUCKY STORES, INC. 


NOTES TO CONSOLIDATED STATEMENTS OF EARNINGS 


(All data relating to the twenty-six week periods 
ended July 30, 1972 and July 29, 1973 is unaudited) 


(a) Sales and operating revenues and net earnings originally reported to shareholders for the three years 
ended January 31, 1971 have been restated for business combinations accounted for as poolings of 
interests during the period (see Note 2 to Lucky Stores, Inc. Consolidated Financial Statements) as 
follows: 


Sales and operating revenues: 

Total sales and operating revenues originally reported.... 
Restatement for poolings of interests.. 

Total sales and operating revenues as restated.. 
Net earnings: 

Net earnings originally reported _ 

Restatement for poolings of interests. 

Net earnings as restated._ 


Fiscal Year Ended 


Feb. 2,1969 
(S3 Weeks) 

Feb. 1,1970 
(52 Weeks) 

Jan. 31,1971 
(52 Weeks) 

$1,028,297,000 

48,294,000 

$1,259,198,000 

75,540,000 

$1,488,715,000 

88,267,000 

$1,076,591,000 

$1,334,738,000 

$1,576,982,000 

$14,358,000 

2,107,000 

$21,336,000 

3,419,000 

$23,475,000 

4,499,000 

$16,465,000 

$24,755,000 

$27,974,000 


(b) The provision for federal and state income taxes consists of (in thousands): 


Fiscal Years Ended 


Twenty-six Weeks Ended 


1969 

1970 

1971 

1972 

1973 July 30,1972 July 29,1973 


Federal: 

Current . 

$16,739 

$23,788 

$25,057 

$26,544 

$23,348 

$10,467 

$11,251 

Deferred „ .... 

36 

600 

1,140 

1,098 

2,174 

1,000 

1,200 

Investment tax credit .... 

0,060) 

(852) 

(631) 

(740) 

(2,016) 

(674) 

(499) 

Total Federal_ 

15,715 

23,536 

25,566 

26,902 

23,506 

10,793 

11,952 

State: 

Current . 

Deferred .. 

1,720 

4 

2,775 

100 

3,078 

129 

3,341 

172 

3,103 

325 

1,365 

140 

1,852 

160 

Total State_ 

1,724 

2,875 

3,207 

3,513 

3,428 

1,505 

2,012 

Total income taxes _ 

$17,439 

$26,411 

$28,773 

$30,415 

$26,934 

$12,298 

$13,964 


(c) Earnings per share assuming no dilution are computed on the basis of the weighted average number 
of outstanding common shares during the respective years, after reflecting the 3% stock dividend 
issued in each year and the 100% stock distributions on September 28, 1969 and September 28, 
1971 and after dividends on preferred and preference shares. The weighted average number of 
outstanding shares during each fiscal year was as follows: February 2, 1969—28,319,603; February 
1, 1970—29,441,345; January 31, 1971—31,003,642; January 30, 1972—31,653,868; and January 
28, 1973—32,133,234. For the twenty-six week periods ended July 30, 1972 and July 29, 1973 the 
weighted average number of outstanding shares was 32,051,371 and 32,352,757, respectively. 

Computation of fully diluted earnings per share assumes conversion of the convertible preferred 
and preference shares and 5% convertible subordinated debentures and exercise of the outstanding 
stock options as of the beginning of the year, with the proceeds from exercise being used to pur¬ 
chase common shares at the average market price during the year. Earnings used in the computation 
of fully diluted earnings per share reflect elimination of applicable preferred and preference divi¬ 
dend requirements and of applicable interest expense, net of related taxes on income. 
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LUCKY STORES, INC. 


NOTES TO CONSOLIDATED STATEMENTS OF EARNINGS (Continued) 

(All data relating to the twenty-six week periods 
ended July 30, 1972 and July 29, 1973 is unaudited) 

(d) Per share dividends represent the amount declared by Lucky Stores, Inc. after reflecting the 100% 
stock distributions on September 28, 1969 and September 28, 1971 and the 3% stock dividend issued 
in each of the five years and the twenty-six week period ended July 29, 1973. 

(e) The Company has a bonus plan for store management and an extra compensation plan for other key 
managerial personnel. Amounts charged to income under the plans are computed based on a specified 
percentage of net profits before taxes on income in excess of a specified percentage of capital 
employed in the business of the Company. Under such plans, amounts charged to income were: 
fiscal year ended January 31, 1971—$5,115,000; fiscal year ended January 30, 1972—$6,159,000; 
fiscal year ended January 28, 1973—$5,272,000; twenty-six week period ended July 30, 1972— 
$1,336,000; twenty-six week period ended July 29, 1973—$1,657,000. 

(f) The provisions for the Company’s noncontributory pension plans were: fiscal year ended February 
2, 1969—$628,000; fiscal year ended February 1, 1970—$837,000; fiscal year ended January 31, 
1971—$832,000; fiscal year ended January 30, 1972—$868,000; fiscal year ended January 28, 1973— 
$1,033,000; twenty-six week period ended July 30, 1972—$593,000; twenty-six week period ended 
July 29, 1973—$783,000. The actuarially computed value of vested benefits is fully funded. 


Interim Results—Unaudited: 


Results of operations for the thirteen weeks ended October 29, 1972 and October 28, 1973 were 
as follows: 


Unaudited 



Thirteen 

Thirteen 


Weeks 

Weeks 


Ended 

Ended 


October 29, 

October 28, 


1972(1) 

1973 

Sales and operating revenues . 

. $490,141,000 

$559,405,000 

Net earnings for period . 

Net earnings for period per common share: 

. $ 6,655,000 

$ 7,531,000 

Assuming no dilution . 

$.20 

$.23 

Assuming full dilution . 

$.20 

$.23 


(1) Earnings per share have been adjusted for the 3% stock dividend paid on July 22, 

1973. 

In the opinion of the Company, all adjustments, consisting only of normal recurring accruals, 
necessary for a fair statement of the results of operations for the above periods have been included. 
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LUCKY STORES, INC. 
AND 

LE GRAN CORPORATION 


PRO FORMA CONDENSED 
CONSOLIDATED STATEMENTS OF EARNINGS 
(Unaudited) 

The following pro forma condensed consolidated statements of earnings combine the consolidated statements 
of earnings of Lucky Stores, Inc. for the five fiscal years ended January 28, 1973, and for the twenty-six weeks 
ended July 30, 1972 and July 29, 1973 with the consolidated statement of earnings of Le Gran Corporation and 
Subsidiaries for the five years ended January 31, 1973, and the six months ended July 31, 1972 and 1973. The 
proposed acquisition will be effected by the issuance of 834,530 shares of common stock of Lucky Stores, Inc. in 
exchange for all of the issued and outstanding common stock of Le Gran and will be accounted for as a pooling 
of interests. 

This statement should be read in conjunction with the related financial statements and notes of the companies 
appearing elsewhere in this Proxy Statement. Fiscal Year Ended (a) Twenty-six 

Feb. 2,1969 Feb. 1,1970Jan. 31,1971 Jan. 30,1972 Jan. 28,1973 Weeks Ended 

(53 Weeks) (52 Weeks) (52 Weeks) (52 Weeks) (52 Weeks) July 30,1972 July 29,1973 
(Amounts in Thousands Except Per Share Amounts) 


Sales and operating revenues- 

$1,088,000 

$1,347,868 

$1,594,416 

$1,813,955 

$2,012,792 

$ 954,460 

$1,102,574 

Cost of goods sold.-. 

873,712 

1,075,501 

1,265,855 

1,430,593 

1,588,131 

753,706 

871,310 

Gross profit-- —.. - 

214,288 

272,367 

328,561 

383,362 

424,661 

200,754 

231,264 

Operating expenses- 

179,572 

222,012 

270,700 

320,912 

365,641 

174,947 

202,190 

Earnings before income taxes and extraordi¬ 








nary item- 

34,716 

50,355 

57,861 

62,450 

59,020 

25,807 

29,074 

Estimated taxes on income- 

17,786 

26,795 

29,270 

30,982 

27,660 

12,449 

14,197 

Earnings before extraordinary item- 

16,930 

23,560 

28,591 

31,468 

31,360 

13,358 

14,877 

Extraordinary item (gain on sale of invest¬ 








ment) ..... . 


1,700 






Net earnings- 

16,930 

25,260 

28,591 

31,468 

31,360 

13,358 

14,877 

Preferred and preference shares dividend re¬ 








quirement .....—... 

407 

361 

360 

360 

371 

180 

193 

Earnings for common shares_ 

$ 16,523 

$ 24,899 

$ 28,231 

$ 31,108 

$ 30,989 

$ 13,178 

$ 14,684 

Pro forma common shares outstanding. 

29,154,133 

30,275,875 

31,838,172 

32,488,398 

32,967,764 

32,885,901 

33,187,287 

Pro forma earnings per common share (b) : 








Primary: 








Earnings before extraordinary item- 

$.57 

$.77 

$.89 

$.96 

$.94 

$.40 

$.44 

Extraordinary item.-. 


.05 






Net earnings . 

$17 

$.82 


£96 

$!94 

£40 

£44 


•—* 

■■ 

= 



=_ 


Fully diluted: 








Earnings before extraordinary item- 

$.53 

$.72 

$.85 

$.93 

$.92 

$.39 

$.43 

Extraordinary item — ... 


.05 






Net earnings- 

£53 

$.77 

£85 

£93 

£92 

£39 

£43 


Notes: 

(a) Fiscal year end dates are those of Lucky Stores, Inc. Statements of earnings of Le Gran combined in the 
pro forma condensed consolidated statements of earnings were for the fiscal years ended December 31, 1968 and 
1969 and January 31, 1971, 1972 and 1973, and for the six months ended July 31, 1972 and 1973. The 
pro forma combined amounts are the sum of the historical statements of earnings of Lucky and Le Gran 
without adjustment except for the inclusion of Le Gran's 1969 extraordinary item in estimated taxes on 
income. Intercompany transactions during the periods were not significant and have not been eliminated. 

(b) Pro forma earnings per common share is based on the weighted average number of outstanding common shares 

of Lucky Stores, Inc. after giving retroactive effect to the issuance of 834,530 shares in the proposed acqui¬ 
sition of Le Gran Corporation. - - 












































































LUCKY STORES, INC. 
AND 

LE GRAN CORPORATION 


PRO FORMA CONDENSED CONSOLIDATED BALANCE SHEET 

(Unaudited) 


The following pro forma condensed consolidated balance sheet combines the consolidated balance 
sheet of Lucky Stores, Inc. and the consolidated balance sheet of Le Gran Corporation and Subsidiaries 
at July 29, 1973 and July 31, 1973, respectively. The proposed acquisition will be effected by the issuance 
of 834,530 shares of common stock of Lucky in exchange for all of the issued and outstanding common 
stock of Le Gran, and will be accounted for as a pooling of interests. 

This statement should be read in conjunction with the related financial statements and notes of the 
companies appearing elsewhere in this Proxy Statement. 

Lucky Le Gran Pro Forma 

Stores, Inc. Corporation Consolidated 


ASSETS: 

Current assets: 

Cash .. 

Short-term securities . 

Accounts receivable. 

Merchandise inventories . 

Prepaid expenses . 

Properties held for sale and leaseback. 

Total current assets.-. 

Property, plant and equipment—net. 

Other assets and deferred charges. 

Excess of purchase price over net tangible assets acquired. 


LIABILITIES AND SHAREHOLDERS’ EQUITY: 

Current liabilities: 

Current instalments on long-term obligations. 

Notes payable to bank- 

Accounts payable and accrued expenses. 

Estimated taxes on income. 

Total current liabilities -- 

Long-term obligations ..- 

Deferred taxes on income.. 

Shareholders’ equity: 

Preferred and preference shares. 

Common shares ..-. 

Capital in excess of par value. 

Earnings retained for use in the business. 

Total shareholders’ equity. 


(Thousands of Dollars) 


$ 6,915 
9,489 
24,996 

183,747 

12,156 

10,673 

247,976 

163,545 

6,580 

13,981 

$432,082 


$ 8,750 
8,075 
161,481 
3,062 

181,368 

79,829 

8,810 


8,185 

40,537 

77,709 

35,644 

162,075 

$432,082 


$ 599 

546 

8,682 

126 


9,953 

528 

121 


$10,602 


$ 1,000 
3,026 
_59 

4,085 


72 


1,043 

1,327 

4,075 

6,445 

$10,602 


$ 7,514 
9,489 
25,542 
192,429 
12,282 
10,673 

257,929 

164,073 

6,701 

13,981 

$442,684 


$ 8,750 
9,075 
164,507 
3,121 

185,453 

79,829 

8,882 


8,185 

41,580 

79,036 

39,719 

168,520 

$442,684 






























































DESCRIPTION OF LE GRAN 

Business and Operations 

Le Gran engages in the retail sale of jewelry (including diamonds, watches and rings), photo¬ 
graphic equipment, calculators, radios and other items such as luggage, stereo sets, typewriters, electric 
shavers, tape recorders, binoculars and silverware. Le Gran’s selling operations are conducted through 
53 leased departments located in Arizona, California, Hawaii, Illinois, Maryland, Texas and Virginia. 
Forty-six of these leased departments are in Lucky’s membership department stores (“Gemco” or 
“Memco”) and two are in Lucky’s discount centers. The remaining five are in two discount department 
store chains (Sage Department Store and Holiday Mart) and on the Queen Mary in Long Beach, Cali¬ 
fornia; in four of these departments Le Gran sells only jewelry and gift items. Since February 1, 1973 
Le Gran has opened a total of nine leased departments in Gemco and Memco stores and Lucky discount 
centers. Each leased department is operated through a separate wholly-owned subsidiary of Le Gran. 
Under Le Gran’s agreements with Lucky and the Queen Mary, Le Gran is prohibited from competing 
with these stores within a specified radius during the respective terms of the agreements. 

Le Gran’s sales are seasonal, reaching two peaks during the year, the first in the May-June period 
which accounted for approximately 15% of Le Gran’s sales during its 1972 fiscal year and the second 
in the November-December period which accounted for approximately 37% of Le Gran’s sales during 
its 1972 fiscal year. 

The purchase of merchandise in large quantities and at advantageous prices is a factor which is 
essential to the continued success of Le Gran. Le Gran purchases a substantial portion of its merchandise, 
including certain private brand watches, directly from manufacturers. Le Gran has no purchase commit¬ 
ments with suppliers, except for the private brand watches with respect to which it is obligated to 
purchase specified quantities over particular periods of time. 

Properties and Leases 

Each leased department is operated under a lease or license agreement between Le Gran’s subsidiary 
corporation operating such department and the particular lessor. In April 1971 Le Gran and Lucky 
entered into an agreement which amended the Gemco and Memco leases to provide that the term of 
each then existing lease would extend to June 30, 1986. In addition, in the event Lucky determines 
to place a department of the type operated by Le Gran in any future membership department store, 
Le Gran has the right and obligation to operate such leased department until June 30, 1986. 

Lucky retains the right under that agreement to terminate the leases in whole or in part, and to 
terminate Le Gran’s right to operate leased departments in future membership department stores, if 
Le Gran fails to maintain certain sales levels in its departments. The required sales levels are measured 
in terms of comparisons to sales of other products (with certain exceptions) in the membership 
department stores and there are several alternative tests that must be met. Similar tests are applicable 
to Le Gran’s sales in the general areas where the membership department stores are located. If Le Gran 
fails to meet the required sales level in any of these general areas, then the leases in such area and 
Le Gran’s right to operate departments in future membership department stores in all areas may be 
terminated by Lucky. 

The lease agreements relating to departments operated by subsidiaries in other stores typically 
provide for a five year lease term, except that one subsidiary rents its facilities on a month-to-month 
basis. The leases to three other subsidiaries give to such subsidiaries the right to renew their leases for 
an additional five year period. 

In addition to the 53 leased departments described above, Le Gran leases a 30,000 square foot 
concrete tilt-up building at 3090 Airport Way, Long Beach, California from Jack Levine, Chairman 
of the Board of Directors and a principal shareholder of Le Gran, and David Grand, President, Chief 
Executive Officer, Director and a principal shareholder of Le Gran. Under such lease, Le Gran pays 
an annual rental of $30,000 plus real estate taxes, repairs and fire and liability insurance premiums. 
This rental is subject to upward adjustment in March of 1976, 1981 and 1986 based upon the increase, 
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if any, in the Consumer Price Index published by the U.S. Department of Labor, Bureau of Labor 
Statistics. 

Pursuant to an undertaking made with the American Stock Exchange, Messrs. Levine and Grand 
are presently required to divest themselves of all interest in the Long Beach property by 1976, but, 
if the Merger is consummated, this undertaking will become inoperative. However, it is anticipated 
that a similar undertaking will be required by the New York Stock Exchange with respect to Mr. 
Grand if he becomes an officer of Lucky. 

Competition 

Le Gran's leased departments each encounter intense competition from similar units in discount 
stores, department stores and other retail stores. However, because there is no customer identification 
with Le Gran, the competition is between the store in which the leased department is located and other 
stores. See “Description of Lucky—Competition” below. 

Employees 

As of October 31, 1973 Le Gran had a total of 428 employees. This number increases substantially 
during Le Gran's peak sales periods. Most personnel within the leased departments, except the managers, 
are members of the Retail Clerks Union or affiliates and are covered by collective bargaining agreements. 

Management 

The directors and executive officers of Le Gran and the number of shares of common stock of 
Le Gran owned directly or beneficially by each on October 31, 1973 are listed below. 


Shares 

Name Position With the Company Owned 

Jack Levine. Chairman of the Board 198,590 

David Grand. President, Chief Executive 287,412 

Officer and Director 

Frank Grand. Senior Vice President and 6,571 

Director 

Aaron Thorne . Director 2,186 

Richard J. Riordan. Director 45,086 

Conrad Platt. Director 312 

Roland G. Clerc. Vice President 1,181 

Hubert S. Matthews. Treasurer 366 

Allen K. Bailey. Secretary and Controller 10 


Pursuant to Le Gran's Qualified Stock Option Plan, options have been granted from time to time 
to eligible employees, including certain of the above officers and directors. As of October 31, 1973 all 
officers and directors as a group held options to purchase a total of 7,765 shares of Le Gran's common 
stock at per share exercise prices ranging from $7.00 to $11.38 and averaging approximately $8.13. 

Transactions between Le Gran and Its Management 

Le Gran has entered into a twenty-year real property lease agreement with two of its directors 
and principal shareholders. See “Description of Le Gran—Properties and Leases” above. In addition, 
during its 1972 fiscal year Le Gran paid $10,000 to Nossaman, Waters, Scott, Krueger & Riordan, legal 
counsel to Le Gran, of which Richard J. Riordan is a partner. 

Principal Shareholders 

Jack Levine and David Grand, who own the number of shares of common stock set forth opposite 
their names in the foregoing table, are the only persons known by Le Gran to own more than 10% of 
the outstanding common stock of Le Gran at the record date. 

18 
















DESCRIPTION OF LUCKY 

Lucky Stores, Inc. is principally engaged in the retail sale of food and non-food items. Based 
upon available published sales figures, Lucky believes it is the fifth largest retail food chain, the seventh 
largest discount department store chain, and the eleventh largest retailing organization in the United 
States. Incorporated under the laws of California in 1931, Lucky has its principal executive offices at 
6300 Clark Avenue, Dublin, California 94566, telephone number (415) 828-1000. 

Business 

Primarily located in the western, midwestern and southern states, the retail outlets of Lucky and 
its subsidiaries include discount supermarkets, discount centers, membership department stores, fabric 
stores, drug stores, tire and auto parts outlets, and sporting goods stores. 

In 1931 Lucky commenced business operating six supermarkets in Northern California. Since 
that time, it has expanded its operations both internally and by acquisition, diversifying both geographically 
and in the type of retail stores operated. In 1959 Lucky began to operate discount centers, which are 
larger versions of its discount supermarkets offering a greater variety of non-food products, and in 
1960 began operation of its first membership department store. In 1968 Lucky purchased a chain of 
supermarkets and drug stores (the “Eagle Complex'’), now its Midwestern Region. Lucky further 
diversified in 1970 through the acquisition of Carlson Enterprises, Inc., and related companies (auto 
parts), and in 1972 through the acquisition of Hancock Textile Co., Inc. (fabrics), Dorman’s, Inc. 
(tires, batteries and accessories), Kragen Auto Supply Co. (auto parts), and Thurmond Chemicals, 
Inc. (manufactures, packages and markets household cleaning products). 

The following is a summary of the retail stores operated by Lucky and its subsidiaries at October 
28, 1973 and at the end of its five most recent fiscal years: 




October 28, 
1973 

January 28, 
1973 

January 30, 
1972 

January 31, 
1971 

February 1, 
1970 

February 2, 
1969 

Supermarkets . 

_ T _._ r 

. 231 

244 

248 

252 

259 

265 

Discount Centers. 


. 127 

115 

90 

70 

47 

28 

Department Stores . 


. 46 

39 

32 

28 

21 

18 

Fabric Stores. 


. 108 

96 

81 

0 

0 

0 

Automotive Stores . 


. 47 

39 

36 

5 

0 

0 

Drug Stores . 


. 24 

29 

30 

32 

33 

34 

Other Stores . 


. 4 

4 

44 

46 

51 

54 

Total Stores. 


. 587 

566 

*561 

433 

411 

399 


Food Stores 

Lucky’s discount supermarkets, which range in size principally from 18,000 to 23,000 square feet, 
offer a wide selection of items typically sold in grocery stores, including staple groceries, fresh fruits 
and vegetables, bakery and dairy products, delicatessen, frozen foods, fresh meats, paper and tobacco 
products, soaps and detergents and (in most stores) alcoholic beverages. These stores also sell non¬ 
food items such as drugs, sundries and housewares. Most of the supermarkets are operated under the 
“Lucky” name, although they are known as “Eagle” in the midwestern states and as “Food Basket” 
in the San Diego area of California. 

In 1962 Lucky introduced its discount pricing concept in certain of its supermarkets. Under this 
concept everyday low prices are maintained, and promotional devices such as special reductions, loss 
leaders, trading stamps and games are not utilized. By 1968, all of Lucky’s food stores had adopted this 
discount pricing concept. 

Lucky’s discount centers feature food departments of the type operated in the discount super¬ 
markets and, in addition, offer a wider variety of non-food items, including soft goods, proprietary 
drugs, cosmetics and toiletries, housewares and small hardware. Most discount centers contain apparel 
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departments and pharmacies. The discount centers range in size principally from 28,000 to 32,000 
square feet. In Texas and the midwestern states these centers operate under the name “Eagle”; in the 
San Diego area, “Food Basket”; and in other areas, “Lucky”. 

Membership Department Stores 

The membership department stores operated by Lucky serve customers who have lifetime member¬ 
ship privileges which are obtained by a one-time payment of one dollar. These stores advertise primarily 
through direct mailings to 2,200,000 members in California, Arizona and Texas and 400,000 members 
in Illinois, Maryland and Virginia. 

Each store includes a food department which typically occupies about 23,000 square feet of the 
approximately 110,000 square feet of the store. In addition to food items, the department stores contain 
complete liquor, variety, domestics, ladies-children-men’s apparel, sporting goods, pharmacy, major 
appliance, automotive and patio departments. All of these and some tires-batteries-accessories (TBA) 
and fabric departments are operated by Lucky and its subsidiaries. Shoe, snack bar, gas station, optome¬ 
trist, and some TBA and fabric departments are operated by independent lessees. Le Gran is currently 
a lessee in the membership department stores, operating the jewelry and camera departments. Rentals 
received from the leased departments, not the sales of such leased departments, are included in Lucky's 
operating revenues. 

All stores, including the leased departments, adhere to the discount pricing concept and generally 
operate six days per week. These stores are operated under the name “Gemco” in California, Arizona 
and Texas and under the name “Memco” in Illinois, Maryland and Virginia. 

Fabric Stores 

Through its acquisition of Hancock Textile Co., Inc., and related corporations (“Hancock”) in 
January 1972, Lucky entered the retail and wholesale fabric business. Hancock now operates 108 fabric 
stores, located in 18 states, primarily in the southern, southwestern and western states. These stores 
range in size principally from 7,000 to 30,000 square feet. In addition, fabric departments have been 
opened in 17 department stores since January 1972. It is intended that such departments be added to 
all future department stores and, where practical, that older department stores be remodeled to add 
fabric departments. Hancock also operates a wholesale distribution center in Tupelo, Mississippi, serving 
over 100 independent retail fabric stores. 

Automotive Operations 

Lucky's Automotive Division presently operates a total of 47 retail auto parts stores, TBA centers 
and jobber parts stores. These stores now comprise an average of 5,000 square feet; however, future 
stores are contemplated at 8,000 to 10,000 square feet. Lucky operates TBA departments in 14 depart¬ 
ment stores, automotive warehouses in San Diego and San Jose, California, and a tire retreading facility 
in San Diego. 

Drug Stores 

The 24 drug stores owned by Lucky are operated under the names “Mays” and “Stacy” and vary 
in size from approximately 5,000 to 20,000 square feet. Each drug store has a complete pharmacy 
and also carries a wide variety of proprietary drugs, magazines, tobaccos, cosmetics and toiletries, toys 
and housewares, and some food and small hardware. 

Sporting Goods Stores 

Through its four “L & G” sporting goods stores, Lucky sells a wide variety of sporting and 
leisure time equipment and clothing. Each store comprises approximately 8,000 square feet. 

Sales and Earnings by Type of Operation 

The sales and operating revenues and earnings before income taxes and extraordinary items of the 
food stores, department stores, fabric stores and Lucky's other operations (in dollars and in percentages 
of total) are set forth in the following table for the fiscal periods indicated. Amounts shown for depart¬ 
ment stores represent all departments operated by Lucky, including food departments, but do not include 
departments operated by Le Gran and other independent lessees. 
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Operations 

Lucky's principal executive offices are located at 6300 Clark Avenue, Dublin, California. 

Lucky's operations (other than fabric and automotive) are organized into three regions—the 
Northern Region in San Leandro, California, having responsibility for operations in Northern California 
and Washington; the Southern Region in Buena Park, California, having responsibility for operations 
in Southern California, Arizona, Nevada and Texas; and the Midwestern Region in Milan, Illinois, 
having responsibility for operations in Illinois, Iowa, Wisconsin, Maryland and Virginia. The fabric 
and automotive operations are the responsibility of the Fabric (Hancock) and Automotive Divisions 
located in Tupelo, Mississippi and San Diego, California, respectively. 

Each Region has a distribution center and a bakery which supply merchandise to most of its 
stores. Certain items are purchased from local suppliers for delivery to the stores. Lucky operates 
meat distribution facilities and dairy processing plants in San Leandro and in Buena Park, which supply 
the California and Nevada stores, and a delicatessen packaging plant in San Leandro, which supplies 
stores in California, Arizona and Nevada. With the acquisition of Thurmond Chemicals, Inc. (now 
T-Chem Products) in 1972, Lucky entered into the production of liquid bleach, cleansers and other house¬ 
hold items. These products are supplied to the California, Arizona and Nevada stores from a distribution 
facility in Pico Rivera, Calfornia. A newly constructed ice cream plant in Buena Park commenced 
supplying ice cream to Lucky's California stores in November 1973. 

Lucky also operates several distribution facilities, serving its non-food stores. A distribution center 
for apparel and other soft goods in Pico Rivera, California ships merchandise to all operating areas. 
The Automotive Division is served by warehouses in San Diego and San Jose, California and the Fabric 
Division by Hancock's distribution facility in Tupelo, Mississippi. 

In general, it is Lucky's policy to make no long-term purchase contracts, to maintain inventories 
only in such quantities as are needed to meet current requirements and to eliminate promptly from 
inventory any slow-moving items. In its merchandising activities, Lucky offers nationally and regionally 
known brands, as well as certain private label items. 

Expansion Program and Property 

Lucky has actively pursued a policy of expansion through the opening of new stores, enlarging 
existing stores and replacing old stores with larger ones. Lucky has followed, and intends to continue, 
the policy of closing marginal stores in an effort to improve over-all profitability. The following table 
summarizes the expansion of retail outlets for the five latest fiscal years and for the first three quarters 
of the current fiscal year: 



Stores 

Stores 

Stores in 
Operation 


Opened or 

Closed 

at End of 


Acquired 

or Sold 

Period 

Fiscal Year Ended 

February 2, 1969 . 

. 201 

6 

399 

February 1, 1970 . 

. 24 

12 

411 

January 31, 1971 . 

. 42 

20 

433 

January 30, 1972 . 

. 142 

14 

561 

January 28, 1973 . 

. 55 

50 

566 

October 28,1973 (through end of third quarter, 

1973). 39 

18 

587 

TOTAL . 

. 503 

120 



The 503 retail stores opened or acquired included 130 discount supermarkets, 81 discount centers, 33 
membership department stores, 110 fabric stores, 49 automotive stores, 35 drug stores and 4 sporting 
goods stores. The 120 stores closed during this period included 42 supermarkets, 2 fabric stores, 2 
automotive stores and 13 drug stores. The above table also reflects the acquisition or opening of 61 
ladies apparel stores; 26 of these stores were closed during this period and the remaining 35 stores 
were sold in 1972. In addition 35 supermarkets were converted into discount centers during this period. 
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During the fourth quarter of the current fiscal year and during the 1974 fiscal year, Lucky plans 
to open 4 discount supermarkets, 34 discount centers, 5 membership department stores, 15 fabric stores 
and 15 automotive stores and to close 8 discount supermarkets, 5 fabric stores, 7 automotive stores and 
1 drug store. 

Most of the retail stores are occupied by Lucky under long-term leases with fixed minimum rentals. 
Leases in certain operating areas provide for additional rents based on sales in excess of specified 
amounts. Lucky also leases: the Midwestern Region office, warehouse, and distribution facilities in 
Milan, Illinois and bakery in Rock Island, Illinois (766,000 and 49,000 square feet respectively); the 
Hancock fabric distribution facility in Tupelo, Mississippi (101,000 square feet); automotive ware¬ 
houses in San Diego and San Jose, California (233,000 and 73,000 square feet, respectively); a 
household chemical production and distribution facility in Pico Rivera, California (48,000 square feet); 
and smaller distribution centers in various cities. 

Lucky owns: its Northern Region office, warehouse, distribution and food processing facilities in 
San Leandro, California (964,000 square feet, situated on 65 acres of land); its Southern Region office, 
warehouse, distribution and food processing facilities in Buena Park, California (1,150,000 square feet, 
situated on 62 acres of land); its soft goods distribution center in Pico Rivera, California (120,000 square 
feet); its corporate headquarters in Dublin, California, which houses its executive offices and central 
computer facilities (36,000 square feet, situated on A l / 2 acres of land); and 25 retail stores. Lucky 
owns substantially all of the fixtures and equipment used in its operations, including trucks and auxiliary 
hauling equipment used in distribution. 

The real properties owned by Lucky are held primarily by real estate subsidiaries which have been 
able to secure outside financing for the entire cost of properties so owned. The occupancy cost to 
Lucky of such properties does not differ materially from the cost under conventional lease arrangements. 
At July 28, 1973 the cost, less depreciation, of the properties owned by real estate subsidiaries was 
approximately $48,000,000. 

Reference is made to Notes 4 and 5 to Consolidated Financial Statements for information concerning 
lease obligations and long-term debt of real estate subsidiaries. 

Employees 

Lucky employs approximately 33,500 persons in full and part-time capacities, approximately 85% 
of whom are represented by collective bargaining agents under approximately 180 union agreements. 
The provisions of most current union agreements apply industry-wide within certain geographical areas, 
and are for the most part negotiated on a county-by-county basis. While Lucky has experienced work 
stoppages from time to time, it considers that, in general, relations with employees have been satisfactory. 

Strikes affecting most of the food retailing industry in California, including Lucky, commenced 
December 3, 1973. Despite these strikes, most of Lucky’s stores have continued in operation. While it 
is not possible to quantify the impact of the resulting dislocations, it is apparent that both sales and 
earnings have been adversely affected. In Northern California the dispute was settled on December 20, 
1973. The dispute in Southern California continues and it is not possible to predict its duration. 

Competition 

Lucky’s business is highly competitive. There is direct competition from many types of retailers, 
including supermarkets, department stores, discount stores, variety stores, fabric stores, tire and auto 
parts outlets, and drug stores. Lucky competes with both independent retailing operations and local 
outlets of national and regional chains. 

Legal Proceedings 

In September 1968 several grocery concerns doing business in the Sacramento area of California 
filed suit against Lucky in the United States District Court, Northern District of California (Thomas 
Marren, et al. v. Lucky Stores, Inc.) charging Lucky with monopolizing and attempting to monopolize 
the retail grocery business in that area, seeking to enjoin certain alleged practices, alleging damage to 
the plaintiffs in the estimated amount of $5,000,000, and seeking to recover treble damages, plus 
attorneys’ fees and litigation costs. Lucky has filed its answer denying the charges of the complaint and 
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has filed a counterclaim charging a conspiracy in restraint of trade among the plaintiffs and others. 
Preliminary motions and pretrial discovery proceedings are pending. In March 1973 the plaintiffs, 
together with several individuals associated with one of the plaintiffs, filed an additional complaint in 
the same court. This additional complaint incorporates the allegations of the complaint filed in September 
1968, alleges that the acts complained of therein continued after September 1968 to an undesignated 
date, and seeks damages in an unspecified amount. No responsive pleading has yet been filed to this 
additional complaint. 

Lucky is a codefendant with a major dairy company in an action commenced in October 1969 in 
the United States District Court, Northern District of California ( Bel Air Markets, Inc., et al. v. 
Foremost Dairies, Inc., et al.). Several of the plaintiffs in this case are also plaintiffs in the case discussed 
above and the two cases have been consolidated by the court. Although this action purports to be on 
behalf of all retail grocers in California who have purchased dairy products from either of the defendants, 
the trial court has ruled that it is not properly maintainable as a class action. The complaint alleges a 
conspiracy in restraint of trade and price discrimination and seeks to recover treble damages in an 
unspecified amount, plus attorneys' fees and court costs. Answers have been filed by the respective 
defendants denying the charges of the complaint and asserting several affirmative defenses, and Lucky 
has filed a counterclaim charging a conspiracy in restraint of trade among the plaintiffs and others. 
Preliminary motions and pretrial discovery proceedings are pending. 

In 1968, pursuant to a court-ordered plan of reorganization, Blue Chip Stamps (of which Lucky was a 
stockholder) made an offering of common stock and debentures to users of Blue Chip trading stamps 
who were not holders of its stock. Blue Chip agreed to indemnify its existing stockholders (including 
Lucky) against claims arising out of either the plan of reorganization or the organization and operation 
of its corporate predecessor, Blue Chip Stamp Company. In January 1967 Lucky ceased to distribute 
trading stamps, and such distribution has not been resumed. In April 1969 Lucky sold all of its shares 
of Blue Chip Stamps to a small group of private investors, terminating its financial interest in Blue 
Chip Stamps. In November 1970 a purported class action ( Manor Drug Stores, etc. v. Blue Chip Stamps, 
et al.) was filed in the United States District Court, Central District of California, on behalf of all 
“users of Blue Chip stamps who were entitled but failed to purchase stock of Blue Chip Stamps," naming 
as defendants Blue Chip Stamps and its corporate predecessor, nine present or former stockholders of 
Blue Chip Stamps (including Lucky) and individuals who were or are directors of Blue Chip Stamps. 
The complaint charges violations of the Securities Act of 1933 and the Securities Exchange Act of 
1934, and regulations adopted thereunder, based upon allegations that the defendants used a prospectus 
which misled members of the purported class, causing them to reject the opportunity to subscribe. The 
complaint further alleges that the aggregate resulting loss to the purported class was $21,400,000 and 
seeks judgment for that amount, plus the right to subscribe on the terms of the rejected offer, exemplary 
damages of $25,000,000, attorneys' fees, court costs and interest. The trial court made an order dis¬ 
missing the action on the basis that the plaintiff lacks standing to sue, not being a purchaser of securities 
within the meaning of applicable law, that order has been reversed on appeal, and a petition for a 
rehearing is pending. The same subject matter is incorporated in a purported class action filed by the 
same plaintiff in June 1971 in the Superior Court of the State of California, County of Los Angeles, 
alleging that the matters complained of constitute violations of the California Corporations Code. This 
state case has lain dormant since the filing of the complaint, pending developments in the federal litiga¬ 
tion. Blue Chip Stamps has undertaken the defense of the pending litigation on behalf of Lucky 
pursuant to the indemnity agreement described above, while reserving the right to terminate such repre¬ 
sentation should a conflict of interest arise and to require a court determination whether it may lawfully 
indemnify against any judgment which ultimately may be rendered in that litigation. 

In July 1971 Lucky was named as one of the defendants in a treble damage action ( Black and 
Brown Trading Stamp Corporation v. Blue Chip, et al.) in the United States District Court, Northern 
District of California, wherein plaintiff trading stamp company sued Blue Chip, thirteen defendants 
engaged in gasoline distribution, and seven defendants (including Lucky) engaged in the retail grocery 
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business. Plaintiff charges violations of Sections 1 and 2 of the Sherman Anti-Trust Act, Section 2(a) 
of the Clayton Act and Sections 17040-17045 of the Business and Professions Code of the State of 
California and seeks to recover damages “in excess of $60,000,000” and “in excess of $100,000,000” 
(both trebled), plus attorneys' fees and court costs and also seeks an injunction against the practices of 
which it complains. The plaintiff has since been enjoined from the further issuance of trading stamps 
and its corporate powers were suspended by the State of California on December 1, 1972. This case 
has lain dormant since the filing of the complaint. 

Lucky is a codefendant in an action ( Kern Greaves; The Interfaith Committee to Aid the Farm - 
workers, etc. v. Safeway Stores Inc., et at.) commenced in March 1973 in the Superior Court of the 
State of California, City and County of San Francisco, wherein plaintiffs (one individual and one 
unincorporated association, on their own behalf and purportedly on behalf of a class comprising all 
consumers of the State of California who are similarly situated and affected) have sued eleven named 
defendants and numerous fictitious defendants, alleged, variously, to be engaged in the distribution of 
iceberg lettuce to the public or in the manufacture or distribution of the pesticide commonly known as 
“Monitor 4.” In general, plaintiffs charge the defendant retailers (including Lucky) with knowingly 
distributing lettuce adulterated with unlawful amounts of pesticide. Plaintiffs seek to recover damages 
in an amount “not less than $40,000,000” and punitive damages of $60,000,000, plus litigation expenses 
and attorneys' fees, and also seek an injunction against the practices of which they complain. Lucky 
has filed its answer denying the charges of the complaint. Plaintiffs' application for a preliminary 
injunction has been denied by the trial court, and pretrial discovery proceedings are pending. 

Although the outcome of litigation cannot be predicted, in the opinion of Lucky’s counsel there 
are substantial defenses to each of the actions described above. 

Since 1967 Lucky has been operating under an agreement with the Federal Trade Commission 
(“FTC”) whereby Lucky has agreed that until November 1977 it will not merge with or acquire, except 
with the prior approval of the FTC, any grocery store operation in the United States: comprising five or 
more stores; or, involving acquisition of stores having annual grocery store sales of more than $5,000,000; 
or, resulting in combined grocery store sales of Lucky and such acquired stores constituting more than 
5% of the total grocery store sales in any city or county in the United States. 
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Management 

Directors 


The following table provides certain information respecting members of the Board 
of Lucky as of October 28, 1973: 

Director 

Name Principal Occupation Since 

of Directors 

Common 

Shares 

Beneficially 

Owned* 

Gerald A. Awes. 

Chairman of the 

Executive Committee of Lucky 

1956 

134,251 

Reed L. Buffington. 

President, Chabot College, 

Hayward, California 

1970 

527 

William H. Dyer, Jr. 

Chairman of the Board of Directors and 
Chief Executive Officer of Lucky 

1956 

154,181 

F. A. Ferroggiaro. 

Retired. Formerly Chairman of the 

Board of Bank of America 

1955 

46,515 

Wayne H. Fisher. 

President of Lucky 

1964 

80,608 

Don C. Frisbee . 

Chairman of the Board of Pacific Power 
& Light Company, Portland, Oregon 

1970 

425 

John H. Hoefer**. 

Chairman of the Board of Hoefer, 

Dietrich & Brown, Inc., 

San Francisco, California 

1973 

400 

Ivan Owen . 

Senior Vice President and 

Treasurer of Lucky 

1956 

74,946 

James A. Petit. 

Rancher in the Salinas Valley 
of California 

1969 

5,354 

Forrest A. Plant. 

Partner in the law firm of Diepenbrock, 
Wulff, Plant & Hannegan, 

Sacramento, California 

1972 

1,030 

Dwight E. Stanford. 

Senior partner in the law firm of Stanford 
& McDonough, San Diego, California 

1960 

161,939 

James L. Stell . 

Executive Vice President of Lucky 

1968 

78,223 

Joseph A. Woods, Jr. 

Partner in the law firm of Donahue, 
Gallagher, Thomas & Woods, 

Oakland, California 

1970 

3,066 


♦Includes shares held in the name of wives, children or relatives, or in a fiduciary capacity, as to which 
beneficial ownership is disclaimed. 

♦♦At their meeting on July 26, 1973 the Board of Directors amended the By-Laws of Lucky to 
increase the number of directors from 13 to 14. Subsequent thereto, Mr. Hoefer was appointed to the 
Board. He has been with the advertising firm of Hoefer, Dietrich and Brown, Inc. since its founding 
in 1946. 


A vacancy presently exists on the Board of Directors due to the death of Mary S. Day on Sep¬ 
tember 15, 1973. 
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Remuneration and Other Transactions with Officers and Directors 

During the fiscal year ended January 28, 1973 the aggregate direct remuneration paid by Lucky 
to each of its directors whose aggregate remuneration exceeded $30,000, to each of its three highest 
paid officers, and to its directors and officers as a group was: 


Estimated 

Capacities in Which Annual 

Name of Individual Remuneration Was Aggregate Benefits upon 

or Identity of Group Received Remuneration (1) Retirement^) 

William H. Dyer, Jr. Chairman of the Board of Directors $ 297,474 $38,621 

Wayne H. Fisher- President 234,215 28,553 

James L. Stell- Executive Vice President 169,163 23,839 

Ivan Owen - Senior Vice President, Secretary 131,721 18,938 

and Treasurer 

Gerald A. Awes- Chairman of the Executive Committee 100,000 33,682 

All Directors and Officers as a group (27 persons, including those 
named above) - 2,070,648 


(1) Of the aggregate remuneration paid to all directors and officers as a group, approximately 47% 
was paid under Lucky’s Extra Compensation Plan. The Plan, which was adopted by Lucky’s share¬ 
holders in 1957, provides, in general, that 9% of Lucky’s pretax profits, in excess of 10% of invested 
capital, shall be available for extra compensation of corporate and regional executive and administrative 
personnel. A total of 786 officers and employees were participants in the Plan in Lucky’s latest fiscal year. 

(2) Lucky’s retirement plan is non-contributory. In general, benefits are based upon compensation 
and length of service. The above figures assume a continuation of present salary levels and retirement 
at age 65. 

Commencing in 1966, Lucky has pursued a policy of entering into deferred compensation agree¬ 
ments with various of its senior executives. The purpose of these agreements is to attempt to assure 
that the services of key individuals will remain available to Lucky and that such persons will not be 
attracted by other employers seeking their services. The right to payments is conditioned upon the 
individual’s refraining from activities competitive with Lucky’s business and upon his making himself 
available as a consultant to Lucky on the terms provided in the agreement. Each of Messrs. Awes and 
Dyer is entitled to receive $50,000 per year for ten years succeeding termination of his full-time employ¬ 
ment with Lucky (conditioned as to one-half of that amount upon full-time employment with Lucky 
until May 23, 1974). These agreements further obligate each of Messrs. Awes and Dyer to make 
himself available for 30 days per year for special projects respecting which Lucky believes his long 
experience in Lucky’s business would be of special value. An agreement with each of Messrs. Fisher 
and Stell provides for payments of $25,000 per year for ten years, with payments conditioned upon 
full-time employment with Lucky until December 27, 1975 (or earlier death) in the case of Mr. Fisher 
and until January 26, 1979 (or earlier death) in the case of Mr. Stell. Under each of these four agree¬ 
ments, in the event of the death of the individual while still so employed or within six years after such 
termination, payments may be made to a designated beneficiary until such time as the aggregate amount 
paid under the agreement reaches $150,000. An agreement with each of 12 other officers (including Mr. 
Owen) provides that, upon condition that he remain in the full-time employment of Lucky until his 
sixtieth birthday (or earlier death), he or his designated beneficiary will receive $10,000 per year for 
fifteen years. 

Lucky’s 1969 Qualified Stock Option Plan was approved by its shareholders at their annual meeting 
held May 22, 1969. The purpose of the 1969 Plan is to encourage ownership of shares of Lucky by 
key employees, thereby providing incentives for them to put forth maximum efforts for the success of 
Lucky’s business. The 1969 Plan is administered by a committee of directors, appointed by the Board of 
Directors. Options may be granted only to regular employees (including officers) of Lucky, who shall 
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be considered by the committee to be key employees, contributing significantly to the success of the 
business. No option shall be granted under the Plan after May 31, 1976. The purchase price of shares 
covered by each option shall not be less than the fair market value of such shares at the time of 
granting the option. Each option shall expire five years from the date of grant. Options terminate upon 
termination of employment (other than by death) with Lucky and are not transferable except by will 
or pursuant to the laws of succession. Options are not exercisable during the first two years following 
grant, and are exercisable thereafter as follows: as to 25%, after two years from the date of grant; 
as to an additional 25%, after three years from the date of grant; as to the remainder, after four years 
from the date of grant. In the event of the death of an optionee while employed by Lucky, his personal 
representative or other successor in interest has the benefit of both the deceased optionee's then exer¬ 
cisable options and an acceleration of the next option increment that would not otherwise be available 
to the optionee if living. The right in the successor is limited, as to the additional increment so accelerated, 
to 25% of the original option grant to the optionee. The 1969 Plan contains usual anti-dilution provi¬ 
sions, allowing for adjustments in price and number of shares in case of stock dividends and other 
changes in Lucky's capital structure. Any shares, as to which an option terminates unexercised, become 
available for a further option grant subject to the terms of the 1969 Plan. The Board of Directors 
may modify, amend or terminate the 1969 Plan at any time, but no such action shall affect the rights 
of the holder of any option theretofore granted. The 1969 Plan is a Qualified Stock Option Plan within 
the meaning of the Internal Revenue Code. 

Lucky's 1964 Qualified Stock Option Plan was approved by its shareholders at their annual meeting 
held April 21, 1965. The purpose and mode of administration of the 1964 Plan, as amended, and the 
terms of the options granted under that Plan, are identical to comparable features of the 1969 Plan. 
No further options can be granted under the 1964 Plan. The last such grant was made on December 
18, 1970. The 1964 Plan is a Qualified Stock Option Plan within the meaning of the Internal Revenue 
Code. 

The following tabulation shows as to certain directors and officers and as to all directors and officers 
as a group (i) the amount of options granted since the beginning of Lucky's latest fiscal year, (ii) the 
amount of shares acquired since that date through the exercise of options granted since that date or 
prior thereto, and (iii) the amount of shares subject to all unexercised options held, all as of October 
28, 1973. 

All Directors 



Mr. 

Mr. 

Mr. 

Mr. 

Mr. 

and Officers 

Common Shares 

Dyer 

Fisher 

Stell 

Owen 

Awes 

as a Group** 

Granted—January 31, 1972 to date*: 

Number of shares.. 

5,150 

5,150 

2,060 

3,605 

None 

42,116 

Average per share option price- 

$17.23 

$16.51 

$16.51 

$17.23 


$16.26 

Exercised—January 31, 1972 to date: 

Number of shares... 

Aggregate option price of options exercised .... 

None 

22,181 

$213,777 

12,778 

$120,933 

9,000 
$ 67,482 

None 

80,645 
$ 753,692 

Aggregate market value of shares on date 

options exercised . 


$358,289 

$235,988 

$192,375 


$1,374,120 

Unexercised at October 28, 1973*: 

Number of shares - 

61,441 

27,166 

15,799 

24,134 

33,763 

272,611 

Average per share option price. 

$13.63 

$15.48 

$15.61 

$12.99 

$12.11 

$13.96 


♦Adjusted in accordance with the terms of the options, where applicable, to reflect the 100% stock 
distributions in 1969 and 1971 and to give effect to share dividends. 

♦♦Directors who are not officers have not been granted options. 


During its latest fiscal year Lucky paid legal fees totalling $469,874 to the law firm of Donahue, 
Gallagher, Thomas & Woods, of which Joseph A. Woods, Jr. is a partner. 
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Description of Lucky Common Shares 

The authorized capital stock of Lucky consists of: 100,000,000 common shares, par value $1.25 
per share; 100,000 preferred shares, par value $50.00 per share; and 1,000,000 preference shares 
without par value. The preferred shares and preference shares are issuable in series upon terms fixed 
by resolution of the Board of Directors. 

Each holder of common shares is entitled to one vote per share on all matters. Holders of preferred 
shares or preference shares are entitled to such voting rights as may be fixed by the Board of Directors 
or required by law. Holders of the presently outstanding preferred shares and preference shares are 
each entitled to one vote per share on all matters. In addition, the laws of California require a vote by 
class of the holders of preferred shares and preference shares for certain corporate action. 

In the election of the Board of Directors, shareholders have cumulative voting rights, which means 
that such holders may cast for one or more candidates the number of votes equal to the number of shares 
held times the number of directors to be elected. 

Holders of common shares are entitled to dividends when, as and if declared by the Board of 
Directors out of funds legally available therefor, subject to the prior payment of cumulative dividends 
on the preferred and preference shares. Payment of dividends is also subject to the following: restrictions 
set forth under the terms of Lucky’s 5% Convertible Subordinated Debentures due April 1, 1993; 
restrictions set forth under the terms of Lucky’s 8 1 / 2 % Sinking Fund Debentures due April 15, 1996; 
and certain restrictions set forth in certain loan agreements. Earnings retained for use in the business 
at January 28, 1973 are unrestricted as to cash dividends under applicable covenants contained in the 
loan agreements and indentures respecting the various debentures. 

Holders of common shares are entitled on liquidation to share pro rata in assets available for 
distribution to shareholders after payment of corporate debts and the liquidation preferences of the 
preferred shares and preference shares. Holders of common shares have no preemptive rights. Out¬ 
standing common shares are fully paid and nonassessable. 

The transfer agents for the common shares are Bank of America, N. T. & S. A., and Marine 
Midland Bank-New York and the registrars are United California Bank and Manufacturers Hanover 
Trust Company. 

Jewelry Sales Co. 

Jewelry Sales Co. was incorporated by Lucky under the laws of the State of California on 
October 30, 1973 solely for the purpose of effecting the proposed Merger. Jewelry’s only activity to 
date has been to incur certain organizational expenses and it is anticipated that no business will 
be conducted prior to the consummation of the Merger. 

MISCELLANEOUS 

Management has no knowledge of any matters, other than the Merger, which will be presented at 
the Meeting. If, however, any other matters shall properly come before the Meeting, the Management 
proxy holders will vote thereon according to their best judgment. 

EXPERTS 

The audited financial statements included herein with respect to Le Gran Corporation and subsidi¬ 
aries have been examined by Touche Ross & Co., independent public accountants, as set forth in their 
report which appears elsewhere herein. The audited financial statements included herein with respect to 
Lucky Stores, Inc. and its subsidiaries have been examined by Price Waterhouse & Co., independent 
accountants, as set forth in their report which appears elsewhere herein. The financial statements referred 
to above have been included in reliance upon such reports and upon the authority of such firms as ex¬ 
perts in accounting and auditing. 
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FINANCIAL STATEMENTS 

This Proxy Statement includes the financial statements listed in the index on the following page. 
Additional financial statements of Le Gran and Lucky are on file with the Securities and Exchange 
Commission in Washington, D.C. and, respectively, with the American and New York Stock Exchanges 
in New York. 


January 8, 1974 


By Order of the Board of Directors of Le Gran Corporation. 
Allen K. Bailey, Secretary 
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REPORT OF INDEPENDENT ACCOUNTANTS 


Board of Directors 
Le Gran Corporation 
Long Beach, California 

We have examined the consolidated balance sheet of Le Gran Corporation and subsidiaries as of 
January 31, 1973, and the related statements of earnings, stockholders’ equity and changes in financial 
position for the three years then ended, and the related statements of earnings for the two years ended 
December 31, 1969. Our examination was made in accordance with generally accepted auditing stand¬ 
ards, and accordingly included such tests of the accounting records and such other auditing procedures 
as we considered necessary in the circumstances. 

In our opinion, the aforementioned consolidated financial statements present fairly the financial 
position of Le Gran Corporation and subsidiaries at January 31, 1973, and the results of their opera¬ 
tions and the changes in their financial position for the periods stated in conformity with generally 
accepted accounting principles applied on a consistent basis. 


Touche Ross & Co. 
Certified Public Accountants 

March 27, 1973 
Los Angeles, California 
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LE GRAN CORPORATION AND SUBSIDIARIES 


CONSOLIDATED BALANCE SHEET 
Assets 


January 31, 
1973 

Current Assets: 

Cash - $ 985,000 


Accounts and contracts receivable_ 1,007,000 

Merchandise inventories (Note 2). 8,607,000 

Prepaid expenses . 77,000 

Total Current Assets . 10,676,000 

Equipment, at cost, less accumulated depreciation and amortization of 

$537,000 (January 31) and $617,000 (July 31) . 538,000 

Deferred Lease Costs and other assets (Note 3). 124,000 


$11,338,000 

Liabilities and Stockholders’ Equity 


Current Liabilities: 

Note payable to bank- $ 500,000 

Accounts payable - 3,178,000 

Accrued expenses. 705,000 

Taxes on income including deferred taxes of $87,000 (January 31) 
and $68,000 (July 31) (Note 1)- 613,000 

Total Current Liabilities_ 4, 996, 000 

Defferred Federal Taxes on Income (Note 1)_ 81,000 

Stockholders’ Equity (Note 3): 

Common stock, par value $1 a share; authorized, 5,000,000 shares; 
issued and outstanding, 1,032,933 shares; (January 31) and 

1,043,163 (July 31)- 1,033,000 

Additional paid-in capital. 1,268,000 

Retaining earnings, after transfer of $480,000 to common stock. 3,960,000 

6,261,000 

Less employee stock options receivable. 

6,261^000 

$11,338,000 


See notes to consolidated financial statements. 


July 31, 
1973 

(Unaudited) 

$ 599,000 

546,000 
8,682,000 
126,000 

9,953,000 

528,000 

121,000 

$10,602,000 


$ 1,000,000 
2,407,000 
619,000 

59,000 

4,085,000 

72,000 


1,043,000 

1,327,000 

4,139,000 

6,509,000 

(64,000 ) 

6,445,000 

$10,602,000 
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LE GRAN CORPORATION AND SUBSIDIARIES 


CONSOLIDATED STATEMENT OF STOCKHOLDERS’ EQUITY 



Common Stock 

Additional 

Paid-in 

Employee 

Stock 

Retained Options 

Earnings Receivable 


Shares 

Amount 

Capital 

Balance, January 1, 1968. 

Proceeds received on sale of 80,000 

500,000 

$ 500,000 


$ 840,000 

shares of common stock less expenses 
of $100,595 . 

80,000 

80,000 

$ 659,000 


Proceeds received from sale of warrant 
to purchase 5,800 shares (7,250 shares 
adjusted after stock dividend) of 

common stock. 

Net earnings for year. 



2,000 

465,000 

Balance, December 31, 1968. 

580,000 

580,000 

661,000 

1,305,000 

Net earnings for year. 




505,000 

Balance, December 31, 1969. 

580,000 

580,000 

661,000 

1,810,000 

Net loss for January 1970. 




(32,000) 

Balance, January 31, 1970. 

5-for-4 share distribution . 

580,000 

144,949 

580,000 

145,000 

661,000 
( 145,000) 

1,778,000 

Net earnings .. 




617,000 

Balance, January 31, 1971- 

5-for-4 share distribution. 

724,949 

206,109 

100,000 

725,000 

206,000 

516,000 
( 206,000) 
828,000 

2,395,000 

Proceeds from sale of common stock. 

Warrants issued in connection with lease 

agreement (Note 3).. 

Net earnings .. 

100,000 

705,000 




123,000 

Balance, January 31, 1972 . 

Exercise of stock options. 

Cost relating to 5-for-4 share distribution . 
Net earnings . 

1,031,058 

1,875 

1,031,000 

2,000 

1,261,000 
11,000 
( 4,000) 

3,100,000 

860,000 

Balance, January 31, 1973 . 

Exercise of stock options . 

Cash dividend paid. 

Net earnings (unaudited) . 

1,032,933 

10,230 

1,033,000 

10,000 

1,268,000 

59,000 

3,960,000 

($64,000) 

( 84,000) 

263,000 

Balance, July 31, 1973 (unaudited) . 

1,043,163 

$1,043,000 

$1,327,000 

$4,139,000 ($64,000) 


See notes to consolidated financial statements. 
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LE GRAN CORPORATION AND SUBSIDIARIES 


CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 







Six Months 



Year Ended January 31 

Ended 
July 31, 
1973 

Source of Funds: 


1971 

1972 

1973 

(Unaudited) 

Operations: 






Net earnings . 

$ 

617,000 

$ 705,000 

$ 860,000 

$263,000 

Add depreciation and amortization. 

Less decrease in noncurrent deferred taxes 


87,000 

125,000 

158,000 

90,000 

on income. 


20,000 

19,000 

18,000 

9,000 

Funds provided from operations . 


684,000 

811,000 

1,000,000 

344,000 

Proceeds from sale of common stock. 

Issuance of warrants for purchase of common 



928,000 



stock (Note 3) . 

Exercise of employee stock options (Note 5), 



123,000 



net of employee stock options receivable .... 




13,000 

5,000 



684,000 

1,862,000 

1,013,000 

349,000 

Application of Funds: 





Additions to equipment, net. 

Increase in deferred lease costs and other 


177,000 

179,000 

281,000 

76,000 

items, net . 


26,000 

96,000 

7,000 

1,000 

Cash dividend paid . 





84,000 



203,000 

275,000 

288,000 

161,000 

Increase in Working Capital . 

$ 

481,000 

$1,587,000 

$ 725,000 

$188,000 

Changes in Working Capital: 

Cash. 

($1,328,000) 

$1,117,000 

($ 624,000) 

($386,000) 

Accounts and contracts receivable. 


67,000 

47,000 

430,000 

( 461,000) 

Merchandise inventories. 

2,353,000 

( 88,000) 

2,594,000 

75,000 

Prepaid expenses. 

( 

23,000) 

39,000 

2,000 

49,000 

Note payable to bank. 

( 

500,000) 

500,000 

( 500,000) 

( 500,000) 

Accounts payable. 

( 

119,000) 

20,000 

( 661,000) 

771,000 

Accrued expenses . 


67,000 

113,000 

( 461,000) 

86,000 

Taxes on income. 

( 

36,000) 

( 161,000) 

( 55,000) 

554,000 


$ 

481,000 

$1,587,000 

$ 725,000 

$188,000 


See notes to consolidated financial statements. 
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LE GRAN CORPORATION AND SUBSIDIARIES 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

NOTE 1—Summary of significant accounting policies: 

Principles of Consolidation —The consolidated financial statements include the accounts of 
Le Gran Corporation and its wholly owned subsidiaries. All material intercompany transactions have 
been eliminated. 

Merchandise Inventories —Inventories are stated at the lower of cost (first-in, first-out method) 
or market. 

Equipment —Equipment is recorded at cost. Depreciation is provided by the straight-line method 
over the estimated useful life of depreciable equipment. The average estimated useful lives are: 
Store fixtures and equipment—5 years; automobiles and trucks—3 years; and leasehold improvements— 
life of lease. Expenditures for maintenance and repairs are charged to expense as incurred whereas 
major expenditures for renewals and betterments are capitalized. 

Gain or loss on disposition of assets is included in profit or loss. 

Taxes on Income —Long-term and current deferred federal taxes on income have been pro¬ 
vided for timing differences in the reporting of income for financial statements and income tax purposes. 
Long-term deferred taxes arise principally from an agreement for extended payment of taxes relating 
to a change of accounting method for inventories. Current deferred taxes arise primarily from differing 
accounting treatments of contractual allowances and purchase discounts. Investment tax credits have 
been used to reduce the income tax provision in the year such credits are claimed for income tax 
purposes. 

Earnings Per Share —Earnings per share of common stock is based upon average outstanding 
shares during each year, retroactively adjusted for stock dividends paid. Fully diluted earnings per 
share assume the exercise of the Company's outstanding stock options and warrants as of the beginning 
of the period. 

NOTE 2—Inventories: 

Inventories used in determining cost of sales are as follows: 


January 31, 1970 . $3,523,000 

January 31, 1971 . 6,101,000 

January 31, 1972 . 6,013,000 

January 31, 1973 . 8,607,000 

July 31, 1972 (Unaudited) . 7,502,000 

July 31, 1973 (Unaudited) . 8,682,000 


NOTE 3—Stockholders' equity: 

Earnings retained in the business available for payments of cash dividends by the respective entities 


are as follows: 

July 31, 

January 31, 


1973 

1973 


(Unaudited) 


Le Gran Corporation . 

... $ 557,000 

$ 698,000 

Subsidiaries . 

... 4,062,000 

3,742,000 


4,619,000 

4,440,000 

Account transferred to common stock . 

Consolidated earnings retained in the 

480,000 

480,000 

business . 

... $4,139,000 

$3,960,000 


36 






















LE GRAN CORPORATION AND SUBSIDIARIES 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued) 

In conjunction with a lease agreement with Lucky Stores, Inc., the Company issued a warrant to 
purchase 77,339 shares of its common stock for a period of 15 years which ends January 30, 1986, at 
a price of $8.80 a share. The value of this warrant at date of grant was approximately $123,000. This 
amount has been recorded as a deferred charge and is being amortized on a straight-line basis ($8,000 
per year) as additional rent expense over the 15-year period. 

On November 20, 1973, the Company declared an $.08 per share cash dividend payable on Decem¬ 
ber 17, 1973. 

NOTE 4—Commitments: 

The subsidiaries operate under lease and license agreements. The rentals paid pursuant to these 
agreements are based upon percentages of sales against minimum annual rentals which aggregate 
approximately $1,024,000. 

In April 1971, the agreements with the major lessor, Lucky Stores, Inc., were amended so that the 
Company through its subsidiaries was granted the right to operate in the present Gemco and Memco 
stores until 1986 (see Note 3). The agreements with other lessors have short-term cancellation provi¬ 
sions which are exercisable by either party. 

The Company leases its central office and warehouse from two officers of the Company who have 
agreed to divest themselves of these properties before 1976. Under the lease expiring in 1991, the 
Company pays $30,000 annual rental plus real estate taxes, assessments and fire and liability insurance 
premiums. The lease contains an escalation provision whereby the lessors can increase the annual rental 
in the event the value of the leased land or building increases substantially. In the opinion of manage¬ 
ment, the rental on the lease is equal to or lower than rentals for comparable properties in the same area. 

NOTE 5—Stock option plan: 

Le Gran Corporation has a Qualified Stock Option Plan. The option price may not be less than 
100% of the fair market value of the Company’s common stock at the time when the option is granted, 
as determined by the Board of Directors. The maximum term of any option granted under the Plan 
is five years from the date of its issuance. Each outstanding option is exercisable only after one year 
from the date it is granted and thereafter in annual installments on a cumulative basis. No option is by 
its terms exercisable while there is outstanding any qualified stock option previously granted under 
this Plan the option price of which is higher than the option price of the subject option. 

At January 31, 1973 and July 31, 1973, 100,625 shares of common stock, par value $1 a share 
were reserved for issuance under a Qualified Stock Option P lan 
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LE GRAN CORPORATION AND SUBSIDIARIES 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued) 


A summary of the transactions with respect to the stock option plan follows: 


Number of 


Option Price 


Market Price 


Year Granted 

Shares 

Per Share 

Total 

Per Share 

Total 

Number of shares 






under option at: 






January 31, 1971: 






1968 . 

16,405 

$6.72 

$110,242 

$6.72* 

$110,242 

1969 . 

4,688 

$8.00 

37,504 

$8.00* 

37,504 


21,093 


$147,746 


$147,746 

January 31, 1972: 






1968 . 

14,842 

$6.72 

$ 99,738 

$6.72* 

$ 99,738 

1969 . 

2,344 

$8.00 

18,752 

$8.00* 

18,752 

1971 . 

19,530 

$8.40 

164,052 

$8.40* 

164,052 


36,716 


$282,542 


$282,542 

January 31, 1973: 






1968 . 

12,182 

$6.72 

$ 81,863 

$6.72* 

$ 81,863 

1969 . 

781 

$8.00 

6,248 

$8.00* 

6,248 

1971 . 

16,010 

$8.40 

134,484 

$8.40* 

134,484 

1972 . 

7,250 

$11,375 

82,469 

$11,375* 

82,469 


36,223 


$305,064 


$305,064 

July 31, 1973 






(Unaudited): 






1968 . 

None 





1969 . 

781 

$8.00 

$ 6,248 

$8.00* 

$ 6,248 

1971 . 

12,886 

$8.40 

108,242 

$8.40* 

108,242 

1972 . 

5,250 

$11,375 

59,719 

$11,375* 

59,719 

1973 . 

15,250 

$7.00 

106,750 

$7.00* 

106,750 


34,167 


$280,959 


$280,959 

Options which became 






exercisable during: 






Year ended 

January 31, 1971 .... 
Year ended 

4,219 

$6.72-$8.00 

$ 29,552 

$5.76-$6.40** 

$ 24,902 

January 31, 1972 .... 
Year ended 

3,438 

$6.72-$8.00 

$ 23,704 

$5.76-$9.60** 

$ 30,629 

January 31, 1973 .... 
Six months ended 

9,780 

$6.72-$8.40 

$ 72,884 

$10.75-$11.875** 

$111,431 

July 31, 1973 
(Unaudited) . 

4,053 

$8.00-$l 1.375 

$ 37,107 

$8.50** 

$ 34,451 


Options exercised during: 

Year ended 

January 31, 1971 . None 

Year ended 

January 31, 1972 _ None 
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LE GRAN CORPORATION AND SUBSIDIARIES 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued) 
Number of _ Option Price _ Market Price 


Year Granted 

Shares 

Per Share 

Year ended 

January 31, 1973 . 

... 1,875 

$6.72 

Six months ended 

July 31, 1973 
(Unaudited) . 

... 10,230 

$6.72 

ptions exercisable at: 
Year ended 

January 31, 1973. 

.. 17,883 


Six months ended 



July 31, 1973 
(Unaudited) . 

.. 8,850 



Total 

Per Share 

Total 

$ 12,600 

$12.25*** 

$ 22,969 

$ 68,746 

$8.75*** 

$105,919 


♦Market price at date of grant. 

♦♦Market price at dates options became exercisable. 

♦♦♦Market price at date options were exercised. 

Note—All transactions have been adjusted for stock dividends paid since the inception of the plan. 

No entry is made on the books of account at the time options are granted. When options are 
exercised, proceeds are recorded to common stock at par value and to paid-in surplus for the 
remainder. 


NOTE 6—Supplementary income statement information: 


Six Months 

Year Ended January 31 Ended July 31 




1971 

1972 


1973 

1972 

1973 







(Unaudited) 

(Unaudited) 

Maintenance and repairs . 

.. $ 

6,000 

$ 8,000 

$ 

14,000 

$ 4,000 

$ 8,000 

Depreciation . 

.. $ 

87,000 

$ 117,000 

$ 

148,000 

$ 63,000 

$ 86,000 

Taxes, other than taxes on 








income: 








Payroll taxes. 

.. $ 

125,000 

$ 155,000 

$ 

176,000 

$ 81,000 

$113,000 

Personal property taxes . 


63,000 

96,000 


180,000 

51,000 

53,000 

Other.. 


3,000 

7,000 


8,000 

3,000 

4,000 


$ 

191,000 

$ 258,000 

$ 

364,000 

$135,000 

$170,000 

Rent . 

.. $1,227,209 

$1,511,000 

$1,814,000 

$669,000 

$854,000 

Advertising . 

.. $ 

78,000 

$ 109,000 

$ 

139,000 

$ 60,000 

$ 32,000 


There were no management and service contract fees or royalties paid. 
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REPORT OF INDEPENDENT ACCOUNTANTS 


To the Board of Directors and 

Shareholders of Lucky Stores, Inc. 

In our opinion, the accompanying consolidated balance sheet and related consolidated statements 
of shareholders’ equity and changes in financial position, together with the consolidated statements of 
earnings appearing elsewhere in this Proxy Statement, present fairly the financial position of Lucky 
Stores, Inc. and its subsidiaries at January 28, 1973, the results of their operations for the five years 
then ended and the changes in financial position for the three years then ended, in conformity with 
generally accepted accounting principles consistently applied. Our examinations of these statements 
were made in accordance with generally accepted auditing standards and accordingly included such 
tests of the accounting records and such other auditing procedures as we considered necessary in the 
circumstances. 


Price Waterhouse & Co. 

Oakland, California 
March 13, 1973 
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LUCKY STORES, INC. 


CONSOLIDATED BALANCE SHEETS 
Assets 

January 28, July 29, 

1973 1973 

(Unaudited) 

Current assets: 

Cash . $ 5,249,000 $ 6,915,000 

Short-term securities . 8,498,000 9,489,000 

Accounts receivable . 20,660,000 24,996,000 

Merchandise inventories (Note 3). 170,580,000 183,747,000 

Prepaid expenses and supplies. 8,797,000 12,156,000 

Properties held for sale and leaseback (including $708,000 at Jan¬ 
uary 28, 1973 and $2,240,000 at July 29, 1973 to be held by consoli¬ 
dated real estate subsidiaries for which long-term financing com¬ 
mitments had been obtained). 4,033,000 10,673,000 

Total current assets. 217,817,000 247,976,000 

Property, plant and equipment, at cost, less accumulated depreciation 
and amortization (Note 4): 

Lucky Stores, Inc. 114,509,000 115,142,000 

Real estate subsidiaries. 49,146,000 48,403,000 

163,655,000 163,545,000 

Long-term receivables, licenses and other assets. 5,994,000 6,580,000 

Excess of purchase price over net tangible assets acquired (Note 1) .... 13,981,000 13,981,000 

$401,447,000 $432,082,000 

Liabilities and Shareholders’ Equity 

Current liabilities: 

Current instalments on long-term obligations. $ 4,120,000 $ 8,750,000 

Notes payable to bank- 8,075,000 

Accounts payable. 104,682,000 120,499,000 

Accrued expenses. 33,435,000 40,982,000 

Estimated taxes on income. 8,095,000 3,062,000 

Total current liabilities. 150,332,000 181,368,000 

Long-term obligations—instalments due after one year (Note 5): 

Lucky Stores, Inc- 38,313,000 30,721,000 

Real estate subsidiaries. 49,702,000 49,108,000 

88,015,000 79,829,000 

Deferred taxes on income. 8,218,000 8,810,000 

Shareholders’ equity: 

Preferred and preference shares, authorized—100,000 shares, $50 par 

value; 1,000,000 shares without par value (Note 6). 8,763,000 8,185,000 

Common shares, authorized 100,000,000 shares, $1.25 par value; shares 
issued and outstanding 31,336,231 and 32,428,967 (Notes 6 and 7) 39,170,000 40,537,000 

Capital in excess of par value of capital shares issued. 67,349,000 77,709,000 

Earnings retained for use in the business (Note 5). 39,600,000 35,644,000 

Total shareholders’ equity. 154,882,000 162,075,000 

Commitments and contingencies (Notes 4 and 8) _ _ 

$401,447,000 $432,082,000 
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LUCKY STORES, INC. 


CONSOLIDATED STATEMENTS OF CHANGES IN FINANCIAL POSITION 


Fiscal Year Ended 


Twenty-six 

Weeks 

Ended 



Jan. 31,1971 

Jan. 30,1972 

Jan. 28,1973 

July 29, 


(52 Weeks) 

(52 Weeks) 

(52 Weeks) 

1973 

Financial resources were provided by: 

Net earnings for the period. .. 

$27,974,000 

$30,763,000 

$30,500,000 

(Unaudited) 

$14,615,000 

Add expenses not requiring expenditure of working capi¬ 
tal in the period: 

Depreciation and amortization. 

12,289,000 

13,669,000 

16,043,000 

9,176,000 

Deferred taxes on income. 

2,100,000 

1,200,000 

1,618,000 

592,000 

Working capital provided by operations. 

42,363,000 

45,632,000 

48,161,000 

24,383,000 

Sales of property, plant and equipment.. 

2,052,000 

2,213,000 

1,335,000 

519,000 

Increase in common shares: 

Upon retirement of convertible subordinated debentures 

7,992,000 

2,736,000 

1,854,000 

193,000 

Proceeds from exercise of common stock options. 

793,000 

1,582,000 

1,491,000 

747,000 

Issuance of preference shares in exchange for assets of 

purchased companies . 

Increase in long-term debt. 

6,136,000 

26,011,000 

765,000 

5,799,000 


Total resources provided. 

59,336,000 

78,174,000 

59,405,000 

25,842,000 

Financial resources were used for: 

Additions to property, plant and equipment: 

Lucky Stores, Inc. 

24,413,000 

29,728,000 

33,670,000 

9,579,000 

Real estate subsidiaries. 

6,250,000 


5,535,000 

6,000 

Cash dividends . 

11,295,000 

13,529,000 

15,748,000 

8,362,000 

Reductions in long-term debt: 

Through exchange of convertible subordinated deben¬ 
tures for common shares. 

7,992,000 

2,736,000 

1,854,000 

193,000 

Other . 

4,840,000 

4,326,000 

4,120,000 

7,993,000 


Increase in long-term receivables____ 

1,081,000 

856,000 

888,000 

586,000 

Total resources used. 

55,871,000 

51,175,000 

61,815,000 

26,719,000 

Increase (decrease) in working capital. 

$ 3,465,000 

$26,999,000 

($ 2,410,000) 

($ 877,000) 

ANALYSIS OF CHANGES IN WORKING CAPITAL 


Increase (decrease) in current assets: 

Cash . 

$ 1,397,000 

$14,639,000 

($16,060,000) 

$ 1,666,000 

Short-term securities —.... 

(18,836,000) 

3,489,000 

5,009,000 

991,000 

Accounts receivable . 

6,104,000 

(3,171,000) 

4,933,000 

4,336,000 

Merchandise inventories__ 

25,639,000 

21,757,000 

23,332,000 

13,167,000 

Prepaid expenses and supplies. 

1,142,000 

704,000 

1,851,000 

3,359,000 

Properties held for sale and leaseback. 

(3,016,000) 

(459,000) 

(5,110,000) 

6,640,000 


12,430,000 

36,959,000 

13,955,000 

30,159,000 

(Increase) decrease in current liabilities: 

Current instalments on long-term obligations. 

(73,000) 

(24,000) 

(99,000) 

(4,630,000) 

Notes payable to banks.. 

Accounts payable and accrued expenses. 

(13,900,000) 

(8,950,000) 

(14,157,000) 

(8,075,000) 
(23,364,000) 

Estimated taxes on income. 

5,008,000 

(986,000) 

(2,109,000) 

5,033,000 


(8,965,000) 

(9,960,000) 

(16,365,000) 

(31,036,000) 

Increase (decrease) in working capital.. 

$ 3,465,000 

$26,999,000 

($ 2,410,000) 

($ 877,000) 
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LUCKY STORES, INC. 


NOTES TO FINANCIAL STATEMENTS 
(All data relating to the twenty-six weeks ended July 29, 1973 is unaudited) 

NOTE 1—Summary of accounting policies: 

Consolidation 

The consolidated financial statements include the accounts of the Company and all of its subsidiaries. 
All material intercompany items have been eliminated in consolidation. 

Business combinations 

The assets and results of operations of those businesses which are acquired in exchange for Lucky 
shares in transactions accounted for as poolings of interests are included in the financial statements as 
if they had always been subsidiaries; therefore prior years’ financial data is restated. 

The net assets of those businesses acquired which are accounted for as purchases are recorded 
at their fair value at the acquisition date and financial reports include their operations only from that date. 
The excess of purchase price over the net tangible assets acquired, which relates to acquisitions made 
prior to 1971, is not being amortized since in the opinion of management the amount represents an 
asset with continuing value. 

Inventories 

Inventories are valued at the lower of cost or market, with cost being determined on a first-in, 
first-out or average basis. 

Plant and equipment 

The Company provides for depreciation of buildings, fixtures and equipment mainly by the straight- 
line method over the estimated useful lives of the assets. Leasehold costs and improvements are amortized 
over the shorter of their estimated useful lives or the periods of the leases. 

Maintenance, repairs and renewals of minor items are charged against income. Major renewals and 
betterments are charged to the appropriate property accounts. The accumulated depreciation applicable 
to properties retired or otherwise disposed of is offset against the cost of the property; the difference 
between the resulting net book value and the amount realized is either charged or credited to income. 

Income taxes 

Deferred income taxes arise because certain expenses, principally depreciation, are reported in 
different periods for income tax and financial accounting purposes. 

The Company reflects the investment tax credit as a reduction in federal taxes (“flow through” 
method) in the year eligible equipment purchases are made and put into service. 

Pension plan 

The Company’s practice is to contribute the estimated current service costs, and a portion of 
unfunded prior service cost to the trust fund for the Retirement Plan for Salaried Employees. The 
Company also pays for various retirement plans covering most employees represented by collective 
bargaining agreements. 

Pre-opening costs 

The Company charges all pre-opening costs for a particular store against income in the year in 
which that store opens for business. Pre-opening costs are principally labor to stock the store, the initial 
advertising expense, store supplies and other expendables. 
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LUCKY STORES, INC. 


NOTES TO FINANCIAL STATEMENTS (Continued) 

(All data relating to the twenty-six weeks ended July 29, 1973 is unaudited) 

Earnings per share 

Earnings per share assuming no dilution are computed on the basis of the weighted average number 
of outstanding common shares after dividends on preferred and preference shares. Computation of 
fully diluted earnings per share assumes conversion of the convertible preferred and preference shares 
and the 5% convertible subordinated debentures as of the beginning of the year and exercise of the 
outstanding stock options as of the beginning of the year with the proceeds from exercise being used 
to purchase common shares at the average market price during the year. Earnings used in the computa¬ 
tion of fully diluted earnings per share reflect elimination of applicable preferred and preference divi¬ 
dend requirements and of applicable interest expense, net of related taxes on income. 

NOTE 2—Business combinations: 

The consolidated financial statements include the accounts of companies acquired in transactions 
accounted for as poolings of interests as follows: 

During 1968, the Company acquired all the outstanding common stock of Tanne-Arden, Inc. and 
Brody's Inc. and their related companies in exchange for 83,800 preference shares. 

During 1970, the Company acquired all the outstanding common stock of Cal-Pharm, Inc., Carlson 
Enterprises, Inc., Delta Drugs, Inc. and certain of their related companies in exchange for 72,400 
preference shares. 

During 1971, the Company acquired all the outstanding stock of Hancock Textile Co., Inc., Dorman’s, 
Inc., and Kragen Auto Supply Co. in exchange for 2,800,000, 205,000 and 187,500 Lucky common shares, 
respectively. 

The consolidated financial statements include the accounts of companies acquired in transactions 
accounted for as purchases since the date of their purchase as follows: 

On April 1, 1968, the Company acquired the Eagle Complex, now the Midwestern Region, in 
exchange for cash, long-term notes and convertible debentures. The excess of the amount paid for the 
assets and business over the net tangible assets acquired, amounting to $13,531,000, is not being amortized, 
since in the opinion of management the amount represents an asset with continuing value. 

On May 5, 1969, the Company purchased all the common stock of M.R.L. Corporation and affiliated 
companies for long-term notes. The excess of the amount paid for the assets and business over the net 
tangible assets acquired, amounting to $450,000, is not being amortized since in the opinion of manage¬ 
ment the amount represents an asset with continuing value. 

During the fiscal year ended January 28, 1973, the Company exchanged 20,000 preference shares 
and 6,774 reacquired common shares for all the outstanding common stock of Thurmond Chemicals, 
Inc. and Evans Automotive Supply, Inc. 

The results of operations of purchased companies for periods prior to their acquisition are not 
significant. 


NOTE 3—Inventories: 

Inventory amounts used in the computation of cost of goods sold were: February 1, 1970— 
$99,852,000; January 31, 1971—$125,491,000; January 30, 1972—$147,248,000; January 28, 1973— 
$170,580,000; July 29, 1973—$183,747,000. 
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LUCKY STORES, INC. 


NOTES TO FINANCIAL STATEMENTS (Continued) 

(All data relating to the twenty-six weeks ended July 29, 1973 is unaudited) 

NOTE 4—Property, plant and equipment: 


Lucky Stores, Inc. Real Estate Subsidiaries 


January 28, 
1973 

July 29, 
1973 

January 28, 

1973 

July 29, 
1973 


Buildings . 

Leasehold costs and improvements. 

$ 9,607,000 
23,002,000 

$ 10,541,000 
23,447,000 

$36,712,000 

$36,718,000 

Fixtures and equipment. 

150,646,000 

155,468,000 

3,613,000 

3,613,000 

Less: Accumulated depreciation and 

183,255,000 

189,456,000 

40,325,000 

40,331,000 

amortization . 

70,804,000 

76,372,000 

6,439,000 

7,188,000 


112,451,000 

113,084,000 

33,886,000 

33,143,000 

Land . 

2,058,000 

2,058,000 

15,260,000 

15,260,000 


$114,509,000 

$115,142,000 

$49,146,000 

$48,403,000 


Depreciation rates are based on the following estimated service lives of the assets: 

Life in Years 

Buildings - 10-40 

Fixtures and equipment- 3-25 

At January 28, 1973 and July 29, 1973 all land, buildings, and equipment owned by real estate sub¬ 
sidiaries and approximately $2,800,000 of land, buildings, and equipment owned by Lucky Stores, Inc. 
were pledged to secure certain notes payable. 

Most of the stores and certain other facilities are leased. During the twenty-six weeks ended July 
29, 1973, the Company entered into lease agreements involving minimum annual rental of $2,575,000 
terminating as follows: 1983—$173,000; 1984-88—$290,000; 1989-93—$469,000; 1994-98—$1,021,000; 
1998-2003—$622,000. Approximate minimum annual rentals under leases in effect at January 28, 1973 
were as follows: 

Fiscal Years 
Ending in 


1974-1977 - $26,000,000 

1978-1981 - 22,000,000 

1982-1985 - 18,000,000 

1986-1989 - 15,000,000 

1990-1993 - 11,000,000 

1994-1997 - 8,000,000 

1998-2000 - 3,000,000 

2001-2013 - 200,000 or less 


Leases in certain operating areas provide for additional rents based on sales in excess of specified 
amounts. 

The Company is preparing the additional information relating to its leases required by Accounting 
Series Release No. 147 of the Securities and Exchange Commission. The required information will be 
included in the Company’s annual report filed with the Securities and Exchange Commission for the 
fiscal year ending February 3, 1974. 
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LUCKY STORES, INC. 


NOTES TO FINANCIAL STATEMENTS (Continued) 

(All data relating to the twenty-six weeks ended July 29, 1973 is unaudited) 


NOTE 5—Long-term obligations—due after one year: 

Lucky Stores, Inc.: 

8 1 / 2 % sinking fund debentures, due in 1996. 

5% convertible subordinated debentures, due in 1993. 

Unsecured 5.48% notes payable in equal annual instalments to 1976 .... 

6% unsecured notes payable, due in 1974. 

Unsecured note payable to bank with an interest rate above the 

bank’s prime rate, due in 1974 .-. 

Other .. 

Real estate subsidiaries: 

5/4% to mortgage notes, payable $4,600,000 annually to 1982, 

$5,300,000 in 1983 and in decreasing amounts thereafter to 2001 (in 
each case including interest) . 


January 28, 
1973 

July 29, 
1973 

$25,000,000 

2,494,000 

1,753,000 

2,500,000 

$25,000,000 

2,301,000 

1,170,000 

4,084,000 

2,482,000 

2,250,000 

38,313,000 

30,721,000 

49,702,000 

49,108,000 

$88,015,000 

$79,829,000 


The 8 y 2 % sinking fund debentures may be called at prices decreasing from 107.65% of face value 
in 1973 to 100% after 1990. The Company must provide for annual retirement payments in the amount 
of $1,250,000 beginning April 14, 1977. 

The 5% convertible subordinated debentures are convertible into common shares at a rate of 106 
shares for each $1,000 in principal amount (equivalent to $9.42 per share giving effect to the July 29, 
1973 3% stock dividend). Debentures may be called at prices decreasing from 104.25% of face value 
in 1973 to 100% after 1989. 

The amounts of principal maturing in the four years subsequent to February 3, 1974 on all long¬ 
term debt are as follows: fiscal year ending in 1975—$8,929,000; 1976—$2,414,000; 1977—$2,250,000; 
197g—$1,750,000. The amount of principal maturing in the twenty-six weeks ended July 30, 1978 is 
$923,000. 

Earnings retained for use in the business at July 29, 1973 are unrestricted as to cash dividends 
under applicable covenants contained in the long-term note agreements and indentures. 
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LUCKY STORES, INC. 


NOTES TO FINANCIAL STATEMENTS (Continued) 

(All data relating to the twenty-six weeks ended July 29, 1973 is unaudited) 

NOTE 6—Preferred and preference shares: 

At January 28, 1973 and July 29, 1973 there were 1,657,247 and 1,514,200 authorized but unissued 
common shares, respectively, reserved for issuance upon conversion of preferred and preference shares 
and 5% convertible subordinated debentures and exercise of outstanding stock options. 



January 28,1973 

July 29,1973 

4.2% Series A cumulative convertible preferred, 
$50 par value (redeemable at par after Septem¬ 
ber 30, 1975, convertible into 9.12 common 

Shares 

Amount 

Shares 

Amount 

shares for each preferred share). 

3.2% Series B cumulative preferred, $50 par value 

678 

$ 34,000 

664 

$ 34,000 

(redeemable at par after January 1, 1971) . 

4,407 

220,000 

4,407 

220,000 

Cumulative convertible preference without par 
value (redeemable at $50 per share; subject 
to ten year sinking fund requirements after 
conversion period expires) : 

$2.25 currently redeemable and convertible on 
or before January 1, 1978 into 4.64 common 

5,085 

254,000 

5,071 

254,000 

shares for each preference share. 

$2.25 redeemable after January 1, 1974 and 
each preference share convertible into 2.73 
common shares on or before January 1, 1981 
(as to 54,000 shares) and on or before Jan¬ 

78,106 

3,905,000 

66,546 

3,327,000 

uary 1, 1982 (as to 18,000 shares) . 

$2.00 redeemable after January 1, 1975 (as to 
10,000 shares) and January 1, 1976 (as to 
10,000 shares) and each preference share 
convertible into 2.12 and 2.29 common 
shares, respectively, on or before January 1, 

72,074 

3,604,000 

72,074 

3,604,000 

1983 . 

20,000 

1,000,000 

20,000 

1,000,000 


170,180 

8,509,000 

158,620 

7,931,000 

175,265 

$8,763,000 

163,691 

$8,185,000 


NOTE 7—Stock option plans: 

Under the qualified stock option plans, options to purchase common shares may be granted to key 
employees at not less than the fair market value at the time of grant. No option may be exercised within 
two years from the date of the grant (except to a limited extent in the event of the death of the 
optionee) or after the expiration of five years. 

The following summarizes the activity during the periods under the stock option plans (share 
figures and prices have been adjusted for annual 3% stock dividends, including the 3% stock dividend 
issued July 22, 1973, and the 100% stock distribution in the fiscal year ended January 30, 1972): 
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LUCKY STORES, INC. 


NOTES TO FINANCIAL STATEMENTS (Continued) 

(All data relating to the twenty-six weeks ended July 29,1973 is unaudited) 


Option Price Fair Value* 



Number 

of 

Range 

Per 


Range 

Per 


Options that became exercisable during the 
year ended: 

Shares 

Share 

Total 

Share* 

Total 

January 31, 1971 ..... 

256,530 

$ 3.33 to $10.79 

$ 1,584,000 

$12.88 to $16.13 

$ 3,511,000 

January 30, 1972 _ 

188,631 

$ 7.07 to $13.66 

$ 1,847,000 

$17.67 to $20.58 

$ 3,586,000 

January 28, 1973 _ 

Options that became exercisable during the 
twenty-six weeks ended: 

289,434 

$ 8.32 to $15.79 

$ 3,189,000 

$14.56 to $18.93 

$ 4,886,000 

July 29, 1973... 

Options exercised during year ended: 

32,086 

$18.59 to $21.51 

$ 386,000 

$ 9.95 to $12.99 

$ 354,000 

January 31, 1971 . 

182,525 

$ 3.33 to $10.79 

$ 792,000 

$10.64 to $17.67 

$ 2,610,000 

January 30, 1972 _ 

272,697 

$ 3.33 to $13.66 

$ 1,582,000 

$17.55 to $20.00 

$ 5,283,000 

January 28, 1973 . 

Options exercised during the twenty-six 
weeks ended: 

161,428 

$ 7.07 to $15.79 

$ 1,491,000 

$12.86 to $21.36 

$ 3,030,000 

July 29, 1973 _ ... _. 

Options outstanding at July 29, 1973 (granted 

78,437 

$ 8.32 to $15.79 

$ 747,000 

$10.44 to $15.29 

$ 969,000 

in 1968 through 1973) _ 

Shares reserved for granting of additional 
options: 

January 30, 1972. 

January 28, 1973. 

July 29, 1973 ..... 

714,210 

1,146,387 

1,026,105 

1,004,402 

$10.38 to $21.51 

$10,423,000 


$10,423,000 


♦Fair value as to options exercisable is based on quoted market prices at the dates the options became 
exercisable; fair value as to options exercised is based on quoted market prices at the dates options 
were exercised; fair value as to options outstanding at July 29, 1973 is based on quoted market prices 
at the dates of grant, which in each case equals the option price. 

Upon the exercise of options, the par value of shares issued is credited to common shares and the 
excess of the option price over the par value is credited to capital in excess of par value of capital 
shares issued. 

NOTE 8—Litigation: 

Legal proceedings have been brought against the Company for substantial damages under the anti¬ 
trust laws and for certain other matters. Counsel has advised the Company that it has substantial defenses 
against these actions. Management is of the opinion that it is unlikely that these actions will have a 
material effect upon the financial condition of the Company. 

NOTE 9—Supplementary profit and loss information: 




Fiscal Years Ended 

26 Weeks 
Ended 
July 29, 
1973 


January 31, 
1971 

January 30, 
1972 

January 28, 
1973 

Rents .... 

Taxes other than income taxes_ 

$17,863,000 

19,718,000 

$22,524,000 

23,368,000 

$27,492,000 

26,459,000 

$14,068,000 

13,346,000 


Maintenance and repairs expense and advertising costs were less than one percent of total sales 
and revenues for the fiscal years ended January 31, 1971, January 30, 1972, January 28, 1973, and the 
26 weeks ended July 29, 1973. The Company did not amortize intangible assets nor incur royalty costs 
or research and development costs during the three fiscal years ended January 28, 1973 or the 26 week 
period ended July 29, 1973. 

























EXHIBIT I 


PLAN FOR MERGER OF 
LE GRAN CORPORATION 
INTO 

JEWELRY SALES CO. 

AGREEMENT, made as of the 26th day of November, 1973, by and among Lucky Stores, Inc., 
a California corporation (“Lucky”), Jewelry Sales Co., a California corporation (“Jewelry”) and 
Le Gran Corporation, a California corporation (“Le Gran”). 

A. Lucky is the owner of all the capital stock of Jewelry; Le Gran is the owner of all the 
capital stock of the corporations designated in Exhibit A hereto (“Le Gran Subsidiaries”). 

B. The nature of the business and locations of operations of Le Gran and the Le Gran Subsid¬ 
iaries are as designated in a schedule previously furnished to Lucky by Le Gran. 

C. Lucky, Jewelry and Le Gran wish to effect a statutory merger of Le Gran into Jewelry on the 
basis hereinafter set forth (“Merger”). 

It Is Agreed as Follows: 

1. Merger of Corporations. 

This Plan shall be submitted to the shareholders of Le Gran and Jewelry in accordance with the 
laws of the State of California. If the Plan shall be adopted by such shareholders and the conditions 
specified in the Plan shall be fulfilled, the Agreement of Merger shall be filed in the Office of the 
Secretary of State of California, in accordance with law. Such filing shall thereupon be effective as the 
act of merger of Le Gran into Jewelry. The “Date of Merger” as used in this Plan is that date on 
which the Agreement of Merger, which shall be substantially in the form attached hereto and marked 
as Exhibit B, is filed with such Secretary of State. Upon the Date of Merger Le Gran shall be merged 
into Jewelry and the separate existence of Le Gran shall cease; Jewelry, as the surviving corporation, 
shall succeed, without other transfer, to all the rights and property of Le Gran and shall be subject 
to all the debts and liabilities of Le Gran in the same manner as if Jewelry had itself incurred them; 
and Jewelry shall continue to be vested with all the rights and property of Le Gran and to be subject 
to all the debts and liabilities of Le Gran. 

2. Governing Instruments. 

Upon the Date of Merger, Article First of the Articles of Incorporation of Jewelry shall be 
amended to read as follows: “The name of the corporation is LE GRAN CORPORATION.” Other 
than as set forth herein, the Articles of Incorporation and By-Laws of Jewelry, as they shall exist upon 
the Date of Merger, shall be the Articles of Incorporation and By-Laws of the surviving corporation. 

3. Conversion of Shares. 

Each of the outstanding shares of the stock of Jewelry shall remain unchanged and outstanding 
on the Date of Merger as a share of the common stock of the surviving corporation. Each share of 
Le Gran common stock outstanding on the Date of Merger shall, by virtue of the Merger, be converted 
into, and the holder thereof shall thereupon be entitled to receive in exchange for such share of Le Gran, 
eight-tenths (8/10) of a common share of Lucky; provided, however, that no fractional interest in a 
Lucky common share shall be issued and any person otherwise entitled to such a fractional interest 
shall receive a cash payment in lieu thereof equivalent to the corresponding fraction of the closing 
price of a Lucky common share on the New York Stock Exchange, Inc. on the Date of Merger. 
After the Date of Merger, each holder of an outstanding certificate or certificates which prior thereto 
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represented Le Gran common stock, converted into common shares of Lucky in accordance with this 
paragraph 3, shall surrender the same to the Corporate Agency Service Center of Bank of America, 
N.T. & S.A., P.O. Box 37002, San Francisco, California 94137 (“Exchange Agent”), and each such 
holder shall be entitled upon such surrender to receive in exchange therefor a certificate representing 
the number of whole common shares of Lucky into which the shares of stock theretofore represented 
by the certificate or certificates so surrendered shall have been converted as aforesaid, together with 
cash for any fractional interest to which such holder otherwise might be entitled. Adoption of the Plan 
by the shareholders of Le Gran shall constitute ratification of the appointment of said Bank as such 
Exchange Agent. Until so surrendered, each such outstanding Le Gran certificate shall be deemed 
to evidence the holder’s entitlement to issuance of the whole number of common shares of Lucky 
issuable in exchange therefor. However, such holder shall not be entitled to exercise any right of a 
shareholder of Lucky in respect of such Lucky shares until such time as such Le Gran certificate 
has been surrendered in exchange for a Lucky certificate and such holder has become a holder of record 
of such Lucky shares. Accordingly, no notice, report, dividend or distribution in respect of such Lucky 
shares shall be required to be given, paid, issued or made to the holder of such Le Gran certificate, 
but upon such surrender there shall be distributed to such holder (without interest) all dividends and 
distributions which theretofore shall have become distributable in respect of such Lucky shares. 
If the record date for determining entitlement to any stock dividend or stock distribution respecting 
Lucky common shares shall have occurred on or after the Date of Merger and prior to the date of such 
surrender and exchange, such holder shall be deemed to have elected to receive in cash the value of any 
fractional share interest accruing to him as a result of such dividend or distribution and to have waived 
any right to which a shareholder of record might have been entitled to round out such fraction to a 
whole share. 

4. Representations and Warranties of Lucky. 

As an inducement to Le Gran to execute this Plan, Lucky represents and warrants as follows: 

(a) Lucky and Jewelry are corporations duly organized, validly existing and in good standing 
under the laws of the State of California, have full power and authority to carry on their business as 
it is now being conducted and to own or hold under lease or similar agreement the properties and assets 
they now own or so hold, and have full corporate power and authority to enter into this Plan and to 
carry out the transactions contemplated hereby. The execution and delivery of this Plan do not (and, 
subject to any approval required under agreements pursuant to which Lucky has borrowed money or 
obtained credit or extensions thereof, the consummation of the transactions contemplated hereby will 
not) violate any provision of Lucky’s Articles of Incorporation or By-Laws or any provision of, or 
result in the acceleration of any obligation under, any mortgage, lien, lease, agreement, instrument, 
order, arbitration award, judgment or decree to which Lucky or any of its subsidiaries is a party or by 
which it or any of them is bound. 

(b) The authorized capital stock of Lucky consists of 101,100,000 shares, comprising the follow¬ 
ing: 100,000,000 common shares, $1.25 par value; 100,000 preferred shares, $50 par value; 1,000,000 
preference shares, without par value. 

(c) Neither Lucky nor any Lucky subsidiary has breached any material provision of, or is in 
default in any material respect under the terms of, any contract, agreement, plan, lease or license, a 
breach of which or a default under which would have a material adverse effect upon the business or 
financial condition of Lucky and its subsidiaries (considered in the aggregate). 

(d) Since July 29, 1973 there has not been any material adverse change in the business or financial 
condition of Lucky and its subsidiaries (considered in the aggregate). 

(e) There is no investigation by any governmental agency, or action, suit, proceeding or claim 
pending against or, to the knowledge of Lucky, threatened against or adversely affecting Lucky or any 
Lucky subsidiary, or the assets, business or good will of Lucky or any Lucky subsidiary, which might 
have a material adverse effect on the business or financial condition of Lucky and its subsidiaries (con- 
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sidered in the aggregate) except as set forth in Lucky's reports to the Securities and Exchange Com¬ 
mission on Forms 10-K and 8-K. Lucky knows of no basis or grounds for any such investigation, 
action, suit, proceeding or claim which would materially affect the business or financial condition of 
Lucky and its subsidiaries (considered in the aggregate). 

(f) The Lucky common shares when issued as provided in this Plan will be validly issued, fully 
paid and non-assessable. 

(g) The Boards of Directors of Lucky and Jewelry have fully approved this Plan and the trans¬ 
actions contemplated in this Plan and have authorized the execution and delivery of this Plan by 
Lucky and Jewelry. 

(h) The consolidated balance sheet of Lucky and its subsidiaries as of January 28, 1973 and the 
related consolidated statements of earnings and consolidated statement of source and application of 
funds for the year then ended, as reported on by Price Waterhouse & Co., independent public account¬ 
ants, as well as the statements containing certain financial reports for the twenty-six week period ended 
July 29, 1973, as contained in Lucky's quarterly report to its shareholders, all heretofore delivered to 
Le Gran, have been prepared in accordance with generally accepted accounting principles consistently 
applied and fairly present the consolidated financial position of Lucky and its subsidiaries as of January 
28, 1973 and July 29, 1973 and the consolidated results of operations of Lucky and its subsidiaries for 
the periods then ended. 

(i) The services of no broker or finder have been used by Lucky or Jewelry in connection with 
the Merger or this Plan. 

5. Representations and Warranties of Le Gran. 

As an inducement to Lucky and Jewelry to execute this Plan, Le Gran represents, warrants and 
covenants that: 

(a) Each of Le Gran and the Le Gran Subsidiaries is a corporation duly organized, validly exist¬ 
ing and in good standing under the laws of the state of its incorporation, has full power and authority 
to carry on its business as it is now being conducted and to own or hold under lease or similar agree¬ 
ment the properties and assets it now owns or so holds, and has full corporate power and authority to 
enter into this Plan and, upon approval by its shareholders in accordance with law, to carry out the 
transactions contemplated hereby. The execution and delivery of this Plan do not, and the consumma¬ 
tion of the transactions contemplated hereby will not, violate any provision of Le Gran's Articles of 
Incorporation or By-Laws or any provision of, or result in the acceleration of any obligation under, 
any mortgage, lien, lease, agreement, instrument, order, arbitration award, judgment or decree to which 
Le Gran or any of the Le Gran Subsidiaries is a party or by which it or any of them is bound. The 
exact corporate name, state of incorporation, states of qualification, state corporate number (if any) 
and federal employer's identification number of each of Le Gran and the Le Gran Subsidiaries are as 
set forth in a schedule previously furnished to Lucky by Le Gran. As to each of the Le Gran Subsid¬ 
iaries, its entire issued and outstanding capital stock is held by Le Gran and is validly issued, fully 
paid and nonassessable. The issued and outstanding stock of Le Gran on the date hereof consists of 
1,043,163 shares of its common stock. Each of Le Gran and the Le Gran Subsidiaries has outstanding 
no subscriptions, options, warrants, or agreements for the issuance of any of its shares except warrants 
and employee stock options as set forth in a schedule previously furnished to Lucky by Le Gran. 

(b) Each of Le Gran and the Le Gran Subsidiaries is duly qualified to conduct business in each 
jurisdiction in which its business requires it to be so qualified, and is duly licensed, to the extent required 
by law, to engage in each business in which it is engaged. The nature of the business and locations of 
operations of Le Gran and each of the Le Gran Subsidiaries are as described in a schedule previously 
furnished to Lucky by Le Gran. Each of Le Gran and the Le Gran Subsidiaries has no subsidiary and 
is not a subsidiary of any other corporation, except as described in Exhibit A hereto. 

(c) Each of Le Gran and the Le Gran Subsidiaries has good and marketable title to all its prop¬ 
erties and assets, real and personal (including those reflected in the Consolidated Balance Sheet of 
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Le Gran and the Le Gran Subsidiaries as of July 31, 1973), except as since sold or otherwise disposed 
of in the ordinary course of business, free and clear of all liens, charges and encumbrances, except liens 
securing liabilities reflected in said Balance Sheet, or liens securing liabilities incurred in the ordinary 
course of business after the date of said Balance Sheet, the lien of current property taxes and non¬ 
monetary imperfections of title (such as utility and other easements and rights of way) which are not 
substantial in character or extent and do not materially impair the value or interfere with the use by 
Le Gran or any of the Le Gran Subsidiaries of the property subject thereto. 

(d) The consolidated statements of earnings of Le Gran and the Le Gran Subsidiaries for the 
fiscal year ended January 31, 1973, as reported on by Touche Ross & Co., independent public account¬ 
ants, and for the six month period ended July 31, 1973, as contained in Le Gran's quarterly report to 
its shareholders, all heretofore delivered to Lucky, have been prepared in accordance with generally 
accepted accounting principles consistently applied and fairly present the consolidated results of opera¬ 
tions of Le Gran and the Le Gran Subsidiaries for said fiscal year and said six month period. 

(e) Inventories entering into the determination of net income shown in the statements referred to 
in subparagraph 5(d) hereof (and shown as assets in the Consolidated Balance Sheet of Le Gran and 
the Le Gran Subsidiaries as of January 31, 1973 and as of July 31, 1973) include only saleable mer¬ 
chandise in quantities not in excess of normal operating requirements. Such inventories have been 
valued at the lower of cost or market, net of all applicable discounts. 

(f) At the Closing Balance Sheet date (as defined in subparagraph 6[a] hereof), Le Gran and 
the Le Gran Subsidiaries shall not have any liabilities (contingent or otherwise) except: to the extent 
reflected in the Closing Balance Sheet (prepared in accordance with the provisions of paragraph 6 
hereof); or, to the extent set forth in a schedule previously furnished to Lucky by Le Gran. At the 
Closing Balance Sheet date, Le Gran and the Le Gran Subsidiaries shall have good and clear title to 
all assets reflected in the Closing Balance Sheet and to all fixtures and equipment used by them in the 
conduct of their business (except only as set forth in said schedule), subject only to liabilities permitted 
by the preceding sentence of this subparagraph, the lien of current property taxes and nonmonetary 
imperfections of title (such as utility and other easements and rights-of-way) which are not substantial 
in character or extent and do not materially impair the value or interfere with the use by Le Gran or 
any of the Le Gran Subsidiaries of the property subject thereto. 

(g) Each of Le Gran and the Le Gran Subsidiaries has no unpaid dividend obligations and since 
January 31, 1973 has not made, declared, paid, or set apart any dividends or payment (including pur¬ 
chases of its shares) respecting the stock of such corporation or transferred any asset directly or indirectly 
to any related entity or to any shareholder of Le Gran (other than a cash dividend of eight cents [$.08] 
per share of Le Gran paid June 15, 1973, to shareholders of record June 1, 1973, intercompany sales 
or purchases of merchandise for resale in the ordinary course of business, compensation at a rate not 
exceeding that provided for in subparagraph 8[b] of this Plan, and reimbursement in accordance with 
such corporation's regular and established practice for normal out-of-pocket expenses incurred for the 
benefit of such corporation in the ordinary course of business). 

(h) Neither Le Gran nor any of the Le Gran Subsidiaries is a party to any employment, pension, 
retirement, profit sharing, bonus, incentive payment, stock option, or similar contract or plan, or any 
collective bargaining agreement, except as set forth in a schedule previously furnished to Lucky by 
Le Gran. 

(i) There is no investigation by any governmental agency, or action, suit, proceeding or claim 
pending against or, to the knowledge of Le Gran, threatened against or adversely affecting Le Gran or any 
of the Le Gran Subsidiaries, or the assets, business or goodwill of Le Gran or any of the Le Gran Sub¬ 
sidiaries, which might have a material adverse affect on the business or financial condition of Le Gran 
and the Le Gran Subsidiaries (considered in the aggregate). Le Gran knows of no basis or grounds for 
any such investigation, action, suit, proceeding or claim which would materially affect the business or 
financial condition of Le Gran and the Le Gran Subsidiaries (considered in the aggregate). 

[4] 





(j) Each of the leases and agreements described or required to be reflected in any of the financial 
statements of Le Gran referred to herein or schedules required to be furnished by Le Gran hereunder 
is in full force and effect. Each of Le Gran and the Le Gran Subsidiaries has the right to use and occupy 
all premises used and occupied by it, subject only to the terms of said leases and agreements, respectively. 
There has not occurred any event or condition not waived or cured which, with or without the lapse of 
time or the giving of notice, or both, constitutes or will constitute a default by Le Gran or any of the 
Le Gran Subsidiaries in observance or performance of any covenant, condition or obligation contained 
in any said lease or agreement. Respecting each lease, sublease, contract or agreement (“lease”) under 
which Le Gran or any of the Le Gran Subsidiaries occupies premises not owned by it (excluding only 
any lease from Lucky or a subsidiary of Lucky), the principal terms of such lease (including rent, tax 
payment obligations, expiration date, renewal options, and any requirement of landlord or other third party 
consent to the making or performance of this Plan) are as set forth in a schedule previously furnished 
to Lucky by Le Gran. 

(k) All amounts reflected as receivables (net of related reserves) in the Closing Balance Sheet 
will be paid by the respective obligors when due. 

(l) If Le Gran or any of the Le Gran Subsidiaries shall fail to obtain from any third party any 
consent, approval, agreement or other action which in paragraph 7 hereof they have agreed to use their 
best efforts to obtain, then none of Lucky, Jewelry, Le Gran and the Le Gran Subsidiaries shall suffer 
any loss or damage attributable directly or indirectly to such failure. 

(m) All tax returns and other reports to governmental authorities required to be filed by Le Gran 
and any of the Le Gran Subsidiaries have been properly prepared, executed and duly filed pursuant to the 
applicable laws and regulations. The federal income tax returns and state franchise and income tax 
returns of Le Gran and each of the Le Gran Subsidiaries have been audited for all tax years ended on or 
before the date hereof except as set forth in a schedule previously furnished to Lucky by Le Gran and 
the state and federal income and franchise taxes for such audited tax years have been finally determined 
and paid. 

(n) The services of no broker or finder have been used by Le Gran or any of the Le Gran Subsidi¬ 
aries in connection with the Merger or this Plan. There is no brokerage agreement of any kind that can 
be successfully asserted against Le Gran or any of the Le Gran Subsidiaries in connection therewith. 

(o) Each of Le Gran and the Le Gran Subsidiaries has the right to use each trade name or style 
and each trademark used by it in the manner in which it is so used. 

(p) Le Gran has furnished to Lucky a schedule which (to the extent not contained in another of the 
schedules required to be furnished by Le Gran hereunder) contains: (i) a list of all material leases, 
contracts and agreements to which Le Gran or any of the Le Gran Subsidiaries is a party; and, (ii) a 
list of all material licenses, trademarks, trade names, copyrights, and patents and applications therefor 
in which Le Gran or any of the Le Gran Subsidiaries has an interest. Insofar as said schedule states the 
terms of said matters, said terms are substantially as so stated. 

(q) Le Gran has caused to be delivered to Lucky and Jewelry a copy of each document described 
or reflected in any of the schedules required to be furnished by Le Gran hereunder. 

(r) Except for changes contemplated by paragraph 8 hereof, each of the representations made in 
this paragraph shall be true, and each of the warranties made in this paragraph shall be deemed made 
and repeated, as of the Closing Balance Sheet date and the Date of Merger. Lucky and Jewelry shall 
be notified forthwith of any respect in which any of the representations contained in this paragraph 
shall become untrue or partially untrue. 

6. Closing Balance Sheet. 

(a) Inventory shall be taken by Le Gran and the Le Gran Subsidiaries commencing on or about 
January 7, 1974, or such other time as may be mutually agreed upon by Lucky and Le Gran. The taking 
and pricing of said inventory shall be observed by Touche Ross & Co., independent accountants for Le 

[5] 




Gran, on such basis as it deems necessary (and such representative or representatives, if any, as Lucky 
may designate). Le Gran shall cause to be prepared and furnished to Lucky a balance sheet, as of Jan¬ 
uary 31, 1974 ("Closing Balance Sheet date”) respecting Le Gran and the Le Gran Subsidiaries (the 
“Closing Balance Sheet”) and such other financial reports as shall be required by Lucky. The Closing 
Balance Sheet shall be audited by Touche Ross & Co. Le Gran and the Le Gran Subsidiaries shall cooperate 
fully with Touche Ross & Co. and the representatives of Lucky in connection with such inventory and 
shall make available for their inspection and analysis all of the business, corporate and financial records 
of Le Gran and each of the Le Gran Subsidiaries and such other information as they may require in that 
connection. Such inventory, Closing Balance Sheet, audit and other reports shall be completed as promptly 
as possible. 

(b) There shall be reflected in the Closing Balance Sheet all expenses and charges properly charge¬ 
able against the operations of Le Gran and the Le Gran Subsidiaries prior to the Closing Balance Sheet 
date, including (without limitation) related taxes, depreciation, commissions payable, bonuses, profit 
sharing contributions, vacation liability, and any other employee benefits. As it is contemplated that Le 
Gran’s profit sharing plan will be terminated following the Merger, no contribution shall be made or 
accrued pursuant to such plan during or respecting Le Gran’s 1973 fiscal year or any period subsequent 
thereto, except that a contribution in an aggregate amount not in excess of Twenty Thousand Dollars 
($20,000) may be reflected in the Closing Balance Sheet. Any intercompany profits among Le Gran and 
the Le Gran Subsidiaries shall be eliminated in the preparation of the Closing Balance Sheet. 

(c) Generally accepted accounting principles (including principles of consolidation or combination, 
or both, where applicable) shall be applied uniformly in preparation of the Closing Balance Sheet. Sub¬ 
ject to the requirements of subparagraph 6(b) hereof, where generally accepted accounting principles 
have been used in preparing the financial statements previously prepared for Le Gran and the Le Gran 
Subsidiaries, such principles shall continue to be consistently applied in preparation of the Closing Bal¬ 
ance Sheet. Where application of generally accepted accounting principles produces a result different 
from that which would have been produced by application of the principles which are not generally 
accepted accounting principles but were used in preparing said financial statements, and the net effect 
of such differences is to increase net worth, such increase shall be deducted from net worth as shown 
in the Closing Balance Sheet in computing net worth for the purposes of this Plan. Accounting, legal and 
printing expenses accrued in connection with the Merger shall be added to net worth as shown in the 
Closing Balance Sheet in computing net worth for the purposes of this Plan. 

(d) The following also shall be deducted from net worth as shown in the Closing Balance Sheet 
in computing net worth for the purposes of this Plan: 

(i) any special or nonrecurring gain taken into account by Le Gran or any of the Le Gran 
Subsidiaries since January 31, 1973; 

(ii) any receivable from a shareholder or employee of Le Gran or any of the Le Gran Sub¬ 
sidiaries shown as an asset in the Closing Balance Sheet; 

(iii) a ny goodwill or other intangible asset shown as an asset in the Closing Balance Sheet 
(except to the extent so shown in the Consolidated Balance Sheet of Le Gran and the Le Gran 
Subsidiaries as of January 31, 1973); and 

(iv) any excess of the amount at which investments in securities are shown in the Closing 
Balance Sheet over the market value of such securities at the Closing Balance Sheet date. 

7. Consents of Third Parties. 

Le Gran agrees to use its best efforts to obtain from third parties, prior to the Date of Merger, 
all consents, approvals, agreements and other actions required in connection with the Merger as con¬ 
templated by this Plan, with respect to all leases, contracts, agreements, licenses, permits, franchises 
and rights of Le Gran and the Le Gran Subsidiaries (including, without limitation, those listed, 
described or required to be referred to in any of the schedules required to be furnished by Le Gran 
hereunder). j- ^ j 



8. Conduct of Business Pending Merger. 

(a) Pending the Date of Merger, Le Gran and the Le Gran Subsidiaries shall not engage in any 
transaction or incur any liability, other than in the ordinary course of business, except transactions 
and liabilities expressly contemplated by this Plan or having the prior written consent of Lucky, and 
the business of Le Gran and the Le Gran Subsidiaries shall be conducted in a good and businesslike 
manner. (For the purposes of this Plan, leases and contracts other than for normal purchase of current 
requirements of supplies and of merchandise for resale shall be considered not to be in the ordinary 
course of business.) 

(b) Pending the Date of Merger, neither Le Gran nor any of the Le Gran Subsidiaries, without 
the prior written consent of Lucky, shall become a party to any agreement, contract or plan of the 
types described in subparagraph 5(h), or pay, set apart or agree to any salaries, bonuses, or other 
payments for services of employees (including past services), except wages and salaries not exceeding 
those in effect prior to October 1, 1973. 

(c) Pending the Date of Merger, all tax returns and reports of the types described in subparagraph 
5(m) which may be required to be filed shall be properly prepared, executed and duly filed by Le Gran 
and the Le Gran Subsidiaries. 

(d) Effective immediately upon the execution of this Plan and continuing until the Date of 
Merger: Lucky shall have the right to observe and to be consulted respecting the management of the 
business of Le Gran and the Le Gran Subsidiaries; there shall be no material change in the merchan¬ 
dising methods, management procedures, labor contracts, leases and borrowings, or any other material 
departure from the normal course of business, of Le Gran or any of the Le Gran Subsidiaries without 
the prior written consent of Lucky; and no decision shall be made without the concurrence of Lucky 
respecting the exercise or nonexercise of any option to extend any lease or any other option right 
of Le Gran or any of the Le Gran Subsidiaries under any contract, lease, commitment, or obligation. 

(e) Pending the Date of Merger, no additional shares of Le Gran or any of the Le Gran Subsid¬ 
iaries shall be issued or agreed to be issued (including the reissuance of treasury shares) other than 
a maximum of 34,167 Le Gran shares properly issued upon exercise of options granted prior to 
October 1, 1973 (which options are specified in the schedule heretofore furnished pursuant to sub- 
paragraph 5[a]) and neither Le Gran nor any of the Le Gran Subsidiaries shall make, declare, pay, 
or set apart any dividend or payment (including purchases of its shares) respecting the stock of Le 
Gran or the Le Gran Subsidiaries, or transfer any asset directly or indirectly to any related entity or 
to any shareholder of Le Gran (other than compensation at a rate not exceeding that provided for in 
subparagraph 8[b] of this Plan and reimbursement in accordance with such corporation’s regular and 
established practice for normal out-of-pocket expenses incurred for the benefit of such corporation 
in the ordinary course of business). Notwithstanding the above, Luck)' and Jewelry hereby recognize that, 
if declared by the Le Gran Board of Directors, Le Gran may pay a cash dividend of not to exceed 
eight cents ($.08) per share on or about December 15, 1973 to shareholders of record on or about 
December 1, 1973. 

(f) None of the leases and agreements described or required to be referred to in any of the 
schedules required to be furnished by Le Gran hereunder shall be changed, modified or amended pending 
the Date of Merger without the prior written consent of Lucky. 

(g) Le Gran shall cause to be furnished promptly to Lucky such information respecting the 
business and assets of Le Gran and the Le Gran Subsidiaries as Lucky may reasonably request. 

(h) Any transaction of Le Gran or any of the Le Gran Subsidiaries which may be prohibited 
by the terms of this Plan may be specifically exempted from such prohibition by written notice given 
by Lucky to Le Gran in the manner provided in this Plan. 

9. Survival of Representations and Warranties. 

The warranties, representations, covenants and agreements contained in this Plan, including 
schedules furnished hereunder, shall remain operative and in full force and effect, regardless of any 
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investigation made by or on behalf of the party relying on such representation, warranty, covenant or 
agreement, and all such representations, warranties, covenants and agreements shall survive the Merger. 

10. Conditions of Closing for Lucky and Jewelry. 

The obligations of Lucky and Jewelry to effect the Merger contemplated by this Plan shall be 
conditioned upon the following: 

(a) The representations and warranties of Le Gran herein contained shall be substantially accurate 
in all material respects as of the Date of Merger and Le Gran shall have performed all covenants and 
agreements required in this Plan to be performed or complied with by it prior to the Date of Merger. 
No events having cumulatively a material adverse effect upon the business or financial condition of 
Le Gran and the Le Gran Subsidiaries shall have occurred pending the Date of Merger. 

(b) Obtaining any requisite approval of the New York Stock Exchange and the Pacific Stock 
Exchange, and of the lenders under Lucky’s long-term financing arrangements (to obtain which Lucky 
agrees to use its best efforts). 

(c) Obtaining any requisite approval of the Commissioner of Corporations of the State of 
California and of any other governmental authority having jurisdiction in the premises (to obtain 
which Lucky agrees to use its best efforts). 

(d) Lucky shall have received the written opinion of its counsel to the effect that the issuance 
of Lucky common shares in the Merger is pursuant to an effective registration under the Securities 
Act of 1933. 

(e) Le Gran shall have supplied to Lucky such certificates of good standing and tax clearance 
certificates respecting Le Gran and each of the Le Gran Subsidiaries as counsel for Lucky shall 
reasonably require. 

(f) No litigation or administrative proceedings shall be pending or threatened to restrain, set aside 
or invalidate the transactions contemplated by, or to obtain substantial damages in respect of, this Plan 
or ownership or operation by Lucky or Jewelry of the business to be acquired from Le Gran hereunder. 

(g) Lucky shall have received the written opinion of Nossaman, Waters, Scott, Krueger and 
Riordan (counsel for Le Gran and the Le Gran Subsidiaries), addressed to the Board of Directors 
of Lucky and dated the Date of Merger, to the effect that: 

(i) to their knowledge there is no respect in which any representation or warranty of Le Gran 
contained in this Plan is untrue or partially untrue; 

(ii) the execution, delivery and performance of this Plan by Le Gran has been duly author¬ 
ized in accordance with the laws of California and the Articles of Incorporation and By-Laws of 
Le Gran, this Plan constitutes the legal obligation of Le Gran enforceable against Le Gran in 
accordance with its terms (subject to laws respecting bankruptcy and insolvency), and the per¬ 
formance of this Plan by Le Gran will not violate any applicable law or any provision contained 
in the Articles of Incorporation or By-Laws of Le Gran or any agreement, known to such counsel, 
to which Le Gran is a party; 

(iii) each of Le Gran and the Le Gran Subsidiaries is duly organized and in good standing 
under the laws of its state of incorporation, and, except as stated in Exhibit A hereto, has no sub¬ 
sidiary and is not a subsidiary of any other corporation; 

(iv) each of Le Gran and the Le Gran Subsidiaries is duly qualified to conduct business in 
each jurisdiction in which its business, as described in the schedule furnished by Le Gran pursuant 
to subparagraph 5(b) hereof, requires it to be so qualified, and to their knowledge neither Le Gran 
nor any of the Le Gran Subsidiaries is engaged in business other than as so described; 

(v) all of the shares of Le Gran and each of the Le Gran Subsidiaries are duly authorized, 
validly issued, fully paid and nonassessable; 
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(vi) all of the shares of Le Gran are subject to no restriction upon transfer reflected in the 
constituent documents, stock records or minute books of Le Gran or the Le Gran Subsidiaries, 
imposed by applicable securities laws and regulations, or otherwise known to such counsel (other 
than restrictions of the type provided for in Rule 144 under the Securities Act of 1933 applicable 
to shares issued upon exercise of qualified stock options or owned by affiliates of Le Gran, none 
of which restricts or inhibits the Merger contemplated by this Plan); and 

(vii) to their knowledge neither Le Gran nor any of the Le Gran Subsidiaries has violated 
any federal, state or municipal law, statute, rule or regulation, or any executive order or directive 
required by it to be observed or performed (except for such matters as shall be described in the 
opinion and shall have been determined by Lucky and Jewelry to be acceptable to them). 

In rendering such opinion, counsel may rely on certificates of officers of Le Gran as to matters of fact 
provided they do not know of any facts which would lead them to believe that statements set forth in 
such certificates are not true. Also, as to any statements made “to their knowledge,” counsel are not 
obligated to make any independent investigation concerning the facts as to which such statements relate. 

(h) The consolidated net worth of Le Gran and the Le Gran Subsidiaries at January 31, 1974 
(determined in accordance with the provisions of paragraph 6 hereof) shall be not less than Seven 
Million One Hundred Fifty Thousand Dollars ($7,150,000). 

(i) Lucky shall have received from Price Waterhouse & Co., independent accountants, a letter or 
letters, addressed to the Board of Directors of Lucky prior to the Date of Merger and dated not more 
than five (5) days prior thereto, stating that: 

(i) they have read the consolidated financial statements of Le Gran and the Le Gran Sub¬ 
sidiaries for the year ended January 31, 1974, examined and reported on by Touche Ross & Co.; 

(ii) they have reviewed the working papers of Touche Ross & Co. related to this examination; 

(iii) they have discussed with appropriate members of Touche Ross & Co. any questions 
arising from review of their working papers; 

(iv) they have read the minutes of meetings of the Boards of Directors of Le Gran and the 
Le Gran Subsidiaries from February 1, 1973 through January 31, 1974 and have determined that 
all matters of financial interest disclosed by such minutes have been appropriately accounted for in 
said January 31, 1974 financial statements; 

(v) they have discussed with officials of Le Gran and the Le Gran Subsidiaries responsible 
for financial and accounting matters whether there have been any transactions and events subse¬ 
quent to January 31, 1974 which would affect the financial statements at that date; 

(vi) subject to the limitation that the procedures carried out by them do not constitute an 
examination in accordance with generally accepted auditing standards and would not necessarily 
disclose inconsistencies in the application of generally accepted accounting principles or disclose all 
significant transactions of Le Gran and the Le Gran Subsidiaries for the year ended January 31, 
1974, nothing (except for such matters as shall be described in said letter or letters and shall have 
been determined by Lucky and Jewelry to be acceptable to them) came to their attention in per¬ 
forming the procedures specified above which in their judgment requires adjustment of the con¬ 
solidated net worth of Le Gran and the Le Gran Subsidiaries at January 31, 1974. 

(j) Lucky shall have received from Touche Ross & Co., independent accountants, a letter or 
letters, addressed to the Board of Directors of Lucky prior to the Date of Merger and dated not more 
than five (5) days prior thereto, stating that: 

(i) they have examined the consolidated balance sheet of Le Gran and the Le Gran Subsid¬ 
iaries as of January 31, 1974 and the related statements of earnings, stockholders’ equity and 
changes in financial position for the year then ended; 
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(ii) their examination was made in accordance with generally accepted auditing standards, 
and accordingly included such tests of the accounting records and such other auditing procedures 
as they considered necessary in the circumstances; 

(iii) in their opinion, the aforementioned consolidated financial statements present fairly the 
financial positions of Le Gran and the Le Gran Subsidiaries at January 31, 1974, and the results 
of their operations and the changes in their financial position for the year then ended, in conformity 
with generally accepted accounting principles applied on a basis consistent with the preceding year. 

(k) The shareholders of Le Gran shall have approved this Plan and the Agreement of Merger in 
accordance with law, and no more than five percent (5%) of the Le Gran shares shall have become, 
in respect of the Merger, “dissenting shares” within the meaning of Section 4303 of the Corporations 
Code of the State of California. 

(l) Lucky shall have received the written opinion of Price Waterhouse & Co., independent account¬ 
ants, to the effect that based upon generally accepted accounting principles the Merger will be treated 
as a “pooling of interests” for accounting purposes. 

(m) Lucky shall have received the certifications of the affiliates of Le Gran as provided for in 
paragraph 12 hereof. 

(n) Lucky shall have received the certifications of the chief executive officer and the chief financial 
officer of Le Gran, dated as of the Date of Merger, that the representations and warranties of Le Gran 
contained in this Plan then are substantially accurate in all material aspects and that Le Gran has per¬ 
formed and complied with all covenants, agreements and conditions required in this Plan to be performed 
or complied with by it prior to the Date of Merger. 


11. Conditions of Closing of Le Gran . 

The obligations of Le Gran to effect the Merger contemplated by this Plan shall be conditioned 
upon the following: 

(a) The representations and warranties of Lucky and Jewelry herein contained shall be substan¬ 
tially accurate in all material respects as of the Date of Merger and Lucky and Jewelry shall have per¬ 
formed all covenants and agreements required in this Plan to be performed or complied with by them 
prior to the Date of Merger. No events having cumulatively a material adverse effect upon the business 
or financial condition of Lucky shall have occurred pending the Date of Merger. 

(b) Le Gran shall have received the written opinion of Nossaman, Waters, Scott, Krueger & 
Riordan (counsel to Le Gran), addressed to the Board of Directors of Le Gran and dated the Date 
of Merger, to the effect that: 

(i) the consummation of the Merger proposed in this Plan shall be a tax-free reorganization 
under the United States Internal Revenue Code, except with respect to cash received for fractional 
shares or by reason of exercise of dissenter’s rights; 

(ii) the Lucky common shares issued to the Le Gran shareholders on the Date of Merger 
shall be the subject of an effective registration statement on Form S-14 filed with the Securities 
and Exchange Commission and such shares may be sold or otherwise disposed of by the share¬ 
holders of Le Gran from and after such date in accordance with the provisions of Rule 145 of the 
Rules and Regulations of the Securities and Exchange Commission, subject to restrictions in the 
Plan applicable to affiliates of Le Gran. 

(c) The Lucky shares to be issued to the shareholders of Le Gran upon the Merger shall have 
been approved by the New York Stock Exchange and the Pacific Stock Exchange for listing upon 
official notice of issuance. 

(d) Le Gran shall have received the written opinion of Donahue, Gallagher, Thomas & Woods 

(counsel for Lucky and Jewelry), addressed to the Board of Directors of Le Gran and dated as of the 
Date of Merger, to the effect that: r in l 





(i) to their knowledge there is no respect in which any representation or warranty of Lucky 
or Jewelry contained in this Plan is untrue or partially untrue; 

(ii) the execution, delivery and performance of this Plan by Lucky and Jewelry has been duly 
authorized in accordance with the laws of California and the Articles of Incorporation and 
By-Laws of Lucky and Jewelry, this Plan constitutes the legal obligation of Lucky and Jewelry 
enforceable against Lucky and Jewelry in accordance with its terms (subject to laws respecting 
bankruptcy and insolvency), and the performance of this Plan by Lucky and Jewelry, including 
the issuance of the Lucky common shares, will not violate any applicable law or any provision 
contained in the Articles of Incorporation or By-Laws of Lucky or Jewelry or any agreement, 
known to such counsel, to which Lucky or Jewelry is a party; 

(iii) each of Lucky and Jewelry is duly organized and in good standing under the laws of 
its state of incorporation and is duly qualified to conduct business in each jurisdiction in which 
its business requires it to be so qualified; 

(iv) all the common shares of Lucky herein agreed to be issued have been duly authorized for 
listing upon the New York Stock Exchange and the Pacific Stock Exchange, upon official notice 
of issuance thereof, and upon issuance pursuant to this Plan will be duly authorized, validly issued, 
fully paid and nonassessable; and all the common shares of Lucky agreed to be issued have been 
duly registered under the Securities Act of 1933. 

In rendering such opinion, counsel may rely on certificates of officers of Lucky as to matters of fact 
provided they do not know of any facts which would lead them to believe that statements set forth in 
such certificates are not true. Also, as to any statements made “to their knowledge,” counsel are not 
obligated to make any independent investigation concerning the facts as to which such statements relate. 

(e) No litigation or administrative proceedings shall be pending or theatened to restrain, set aside 
or invalidate the transactions contemplated by, or to obtain substantial damages in respect of, this Plan. 

(f) The shareholders of Le Gran shall have approved this Plan and the Agreement of Merger 
in accordance with law. 

(g) Le Gran shall have received from Price Waterhouse & Co., independent accountants, a letter 
or letters, addressed to the Board of Directors of Le Gran prior to the Date of Merger, stating that: 

(i) they have examined the consolidated balance sheet, the related consolidated statements of 
earnings and the consolidated statements of changes in financial position of Lucky and its subsidiaries 
at February 3, 1974; 

(ii) their examinations of these statements were made in accordance with generally accepted 
accounting standards and accordingly included such tests of the accounting records and such other 
auditing procedures as they considered necessary in the circumstances; 

(iii) in their opinion, the aforementioned consolidated financial statements present fairly the 
financial position of Lucky and its subsidiaries at February 3, 1974, the results of their operations and 
changes in financial position for the fiscal year then ended, in conformity with generally accepted 
accounting principles applied on a basis consistent with the preceding year. 

(h) The consolidated net worth of Lucky and its subsidiaries at February 3, 1974, as set forth in the 
consolidated balance sheet referred to in (g) above, shall be not less than One Hundred Sixty-Five 
Million Dollars ($165,000,000). 

(i) Le Gran shall have received the certifications of the chief executive officer and the chief financial 
officer of Lucky, dated as of the Date of Merger, that the representations and warranties of Lucky con¬ 
tained in this Plan then are substantially accurate in all material aspects and that Lucky has performed 
and complied with all covenants, agreements and conditions required in this Plan to be performed or com¬ 
plied with by it prior to the Date of Merger. 
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12. Legending of Certificates. 

(a) Le Gran recognizes that certain shareholders are “affiliates” of Le Gran as that term is defined 
in Rule 145 under the Securities Act of 1933. Le Gran represents and warrants that there is no person who 
is an affiliate of Le Gran except the persons who are members of its Board of Directors as of the date 
hereof. Prior to the Date of Merger, Le Gran shall cause each such person (and any other person con¬ 
sidered by counsel for Lucky as likely to be determined to be an affiliate of Le Gran) to make and deliver 
to Lucky such affiliate's certifications that: (i) his acquisition of securities of Lucky pursuant to this 
Plan is for his personal account, and he has no present intention of selling or further distributing said 
securities; (ii) he will not dispose of said securities except in full compliance with applicable require¬ 
ments of state and federal securities laws and regulations; (iii) he agrees in no event shall he dispose of 
any securities of Lucky at any time prior to such time as financial results of Lucky covering and in¬ 
cluding at least thirty (30) days of combined operations with Le Gran after the Date of Merger have 
been published, as contemplated by Accounting Series Release Nos. 130 and 135 issued by the Securities 
and Exchange Commission; and (iv) he is aware of the fact that in issuing said securities to him Lucky 
is relying upon the truth and accuracy of the foregoing certifications. Lucky shall have the right to place 
a legend on all certificates issued hereunder to any of said persons and to give appropriate stop transfer 
instructions to its transfer agent respecting such share certificates. Such legend shall be as follows: 

THESE SECURITIES MAY NOT BE OFFERED, SOLD OR TRANSFERRED 
EXCEPT IN COMPLIANCE WITH THE SECURITIES ACT OF 1933 AND 
THE RULES AND REGULATIONS OF THE SECURITIES AND EX¬ 
CHANGE COMMISSION THEREUNDER. 

(b) Lucky agrees to publish the financial results set forth in subparagraph 12(a) (iii) above no 
later than June 30, 1974 if the Merger occurs prior to April 6, 1974 and no later than September 30, 
1974 if the Merger occurs after April 5, 1974 and prior to July 6, 1974. Lucky agrees to advise the 
affiliates of Le Gran of such publication. 

13. Expenses. 

Except as specifically provided in this Plan, all expenses incurred by any party hereto shall be 
borne solely by the party incurring such expense, regardless of whether or not this Plan or the Merger 
is consummated. It is agreed that expenses of Le Gran and the Le Gran Subsidiaries incurred for 
ordinary corporate business purposes, including the normal preparation and auditing of financial 
statements as of January 31, 1974, may be borne by Le Gran or the Le Gran Subsidiaries. It is also 
agreed that all reasonable expenses of Le Gran and Le Gran Subsidiaries incurred in connection with 
the proposed Merger may be borne by Le Gran or the Le Gran Subsidiaries or Jewelry if such expenses 
are not paid prior to consummation of the Merger. Without limiting the generality of the foregoing; 
the fees of Nossaman, Waters, Scott, Krueger & Riordan in connection with the proposed Merger 
shall not in the aggregate exceed $40,000; the fees of Touche Ross & Co. (other than normal audit 
fee) in connection with the proposed Merger shall not in the aggregate exceed $20,000; costs of 
printing the registration statement and proxy statement referred to in paragraph 15 hereof shall be 
borne equally by Le Gran and Lucky; and fees of Donahue, Gallagher, Thomas & Woods and of 
Price Waterhouse & Co. shall be borne by Lucky. 

14. Notices. 

All notices given in connection with this Agreement shall be in writing. Service of such notices 
shall be deemed complete when deposited in the United States mail, by certified or registered mail, 
first-class postage prepaid, addressed as follows: 

(a) To Lucky and Jewelry at 6300 Clark Avenue, Dublin, California 94566, to the attention 
of the Secretary (with a copy to Donahue, Gallagher, Thomas & Woods, 1417 Central Building, 436- 
14th Street, Oakland, California 94612, to the attention of Joseph A. Woods, Jr.). 
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(b) To Le Gran at 3090 Airport Way, Long Beach, California 90806, to the attention of Mr. 
David Grand (with a copy to Nossaman, Waters, Scott, Krueger & Riordan, 13th Floor, Union Bank 
Square, 445 South Figueroa St., Los Angeles, California 90017, to the attention of Richard J. Riordan). 


15. Further Undertakings. 

(a) Le Gran shall properly notice and call a meeting of its shareholders to be held on or about 
February 8, 1974 for consideration of this Plan and the Merger. In connection with said shareholder 
meeting, Le Gran shall prepare and distribute a proxy statement which will contain information 
sufficient to present this Plan and the Merger to its shareholders. Le Gran shall use its best efforts 
to prepare said proxy statement for submission on or about November 28, 1973 to the Securities and 
Exchange Commission for approval (anticipated to occur within thirty [30] days after such sub¬ 
mission). Le Gran shall use its best efforts to distribute said proxy statement, once approved, to the 
Le Gran shareholders on or about January 8, 1974. Lucky shall use its best efforts to prepare and 
file a Registration Statement on Form S-14 with the Securities and Exchange Commission on or about 
November 28, 1973, and shall use its best efforts to cause said Registration Statement to become effective 
not later than on or about January 4, 1974. 

(b) Le Gran agrees to furnish in writing to Lucky such information concerning Le Gran, the 
Le Gran Subsidiaries and the shareholders of Le Gran as is required for inclusion in the Registration 
Statement referred to in subparagraph 15(a) hereof and warrants that such information (considered 
as a whole) will comply in all material respects with the requirements of the Securities Act of 1933 
and the rules and regulations thereunder and, when said Registration Statement becomes effective and 
at all times to and including the Date of Merger, will not contain any untrue statement of a material 
fact or omit to state a material fact required to be stated therein or necessary to make the statements 
therein contained not misleading. 

(c) Except as to matters referred to in subparagraph 15(b) hereof, Lucky warrants that the 
Registration Statement referred to in subparagraph 15(a) hereof will comply in all material respects 
with the requirements of the Securities Act of 1933 and the rules and regulations thereunder, and 
when said Registration Statement becomes effective and at all times to and including the Date of 
Merger will not contain any untrue statement of a material fact or omit to state a material fact required 
to be stated therein or necessary to make the statements therein contained not misleading. 

(d) Lucky agrees to furnish in writing to Le Gran such information concerning Lucky and its 
subsidiaries as is required for inclusion in the Le Gran proxy statement referred to in subparagraph 
15(a) hereof and warrants that such information (considered as a whole) will comply in all material 
respects with the requirements of the Securities Exchange Act of 1934 and the rules and regulations 
thereunder and will not contain any untrue statement of a material fact or omit to state a material 
fact required to be stated therein or necessary to make the statements therein contained not misleading. 

(e) Except as to matters referred to in subparagraph 15(d) hereof, Le Gran warrants that the proxy 
statement referred to in subparagraph 15(a) hereof will comply in all material respects with the require¬ 
ments of the Securities Exchange Act of 1934 and the rules and regulations thereunder and will not 
contain any untrue statement of a material fact or omit to state a material fact required to be stated 
therein or necessary to make the statements therein contained not misleading. 

(f) When all other conditions set forth in this Plan have been fulfilled, Le Gran and Jewelry 
shall execute an Agreement of Merger and related certificates and supporting documents evidencing 
the approval of the Merger by the Boards of Directors and shareholders of the constituent corporations. 
Such Agreement of Merger shall be substantially in the form of Exhibit B attached hereto. On April 
5, 1974 (or on such later date as the conditions of the Merger shall be fulfilled) the executed Agree¬ 
ment of Merger and related certificates shall be filed with the Secretary of State of the State of Cali¬ 
fornia in accordance with this Plan. 
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16. Qualified Stock Options. 

Options to purchase Lucky common shares pursuant to Lucky’s 1969 Qualified Stock Option Plan 
shall be substituted for all unexercised options to purchase Le Gran common stock held by Le Gran 
employees under Le Gran’s Qualified Stock Option Plan (which options are specified in a schedule 
heretofore furnished to Lucky pursuant to subparagraph 5[a]) on the basis provided in this para¬ 
graph. By virtue of the Merger, each holder of an option to purchase shares of Le Gran common stock 
outstanding on the Date of Merger shall receive in exchange therefor an option to purchase that number 
of Lucky common shares equal to the lesser of (i) eight-tenths (8/10) of the number of shares of 
Le Gran common stock which he would have been entitled to purchase upon exercise of such Le Gran 
option or (ii) the number of shares of Le Gran common stock which he would have been entitled so 
to purchase multiplied by the ratio between the closing price of a share of Le Gran common stock on 
the American Stock Exchange on the business day immediately preceding the Date of Merger and the 
closing price of a Lucky common share on the New York Stock Exchange on the Date of Merger. 
The option price for the purchase of such Lucky common shares under the Lucky 1969 Qualified 
Stock Option Plan shall be equal to the product of (x) the number of shares of Le Gran common 
stock which he would have been entitled so to purchase prior to the Merger and (y) the per share 
option price for such shares divided by (z) the number of Lucky common shares as to which such 
Lucky option becomes exercisable by virtue of the Merger. Other than as stated above, the terms and 
conditions of such options to purchase Lucky common shares shall be as provided under Lucky’s 1969 
Qualified Stock Option Plan. 

17. General Provisions. 

(a) Application and interpretation of this Plan shall be governed by the laws of the State of 
California. 

(b) Unless hereafter otherwise agreed to in writing by the parties hereto, if this Agreement has 
not previously been consummated, it shall terminate at 5 o’clock p.m. (San Francisco local time) on 
June 1, 1974. Upon the termination of this Plan without being consummated, all rights and obligations 
of the parties hereunder shall likewise terminate, except that expenses already incurred shall be borne 
as provided in this Plan; provided, however, that if the failure to consummate this Plan is due to the 
failure of any party hereto to satisfy any condition to the consummation of this Plan which such party 
has agreed to satisfy, or is due to the failure of any party hereto to use its best efforts to satisfy any 
condition to the consummation of this Plan which such party has agreed to use its best efforts to satisfy, 
then such party shall nevertheless be liable for breach of its said agreement to satisfy or use its best 
efforts to satisfy such condition (including liability to reimburse the other parties hereto for all 
expenses, including attorney’s fees, reasonably incurred as a result of such failure). 

(c) Any condition or conditions to the Merger in favor of any party hereto may be waived by 
such party in whole or in part. 

(d) If this Plan shall not be consummated for any reason, Lucky and Jewelry shall return 
promptly to Le Gran, or to any of the Le Gran Subsidiaries as the case may be, all documents, records 
and information furnished Lucky or Jewelry by Le Gran and any of the Le Gran Subsidiaries. 

(e) This Plan may be executed in counterparts, and each counterpart shall be deemed an original 
instrument. 

(f) Captions and paragraph headings are inserted for convenience only, and not as a substantive 
part of this Plan. 

(g) Le Gran agrees to use its best efforts, if requested by Lucky, to cause the respective obligees 
to waive any acceleration rights to which any indebtedness of Le Gran or any of the Le Gran Subsid¬ 
iaries may be subject as a result of the making of this Plan or the effecting of the Merger. 

(h) Each party hereto agrees to cooperate fully with each other party in efforts to meet the condi¬ 
tions to effecting the Merger and to accomplish those things which any party hereto has undertaken to 
use his best efforts to accomplish. 
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(i) Each party hereto agrees to execute and deliver such assurances and other documents as may 
be reasonably requested at any time by any other party in order to give full effect to the provisions 
of this Plan. 

(j) This Plan shall inure to the benefit of, and be binding upon, the successors, heirs, personal 
representatives, transferees and assigns of each of the parties hereto. 

(k) Le Gran acknowledges that no rights with respect to the shares to be issued pursuant to this 
Plan shall arise prior to the date of issuance thereof and that dividends on such shares shall accrue only 
from die date of issuance. However, in the event there is any change in the Lucky shares by reason of 
a stock dividend issued with respect to common shares of Lucky, or a recapitalization, reclassification, 
stock split, or combination of shares with respect to such common shares of Lucky, the shares to be 
issued and delivered to the shareholders of Le Gran pursuant to this Plan shall be the shares into or for 
which the Lucky common shares to be issued and delivered pursuant to this Plan would have been 
changed or exchanged had such shares already been issued and delivered to the shareholders of Le Gran 
and become outstanding at the time of such event. 

(l) This Plan may be amended by the parties hereto, either before or after the Plan has been 
approved by the shareholders of Le Gran or Jewelry, in such respects as the Boards of Directors of 
the respective parties shall determine to be appropriate to comply with the requirements of any compe¬ 
tent governmental authority or to ensure that the Merger shall be deemed a tax-free reorganization 
under the Internal Revenue Code of 1954. 

(m) As used herein, the singular includes the plural, and the plural the singular, and each gender 
includes each other gender, except where the context calls for a different interpretation. 

18. Additions to Net Worth. 

The following shall be added to net worth as shown in the Closing Balance Sheet in computing net 
worth for purposes of this Plan: 

(i) accrued vacation liability as reflected in the Closing Balance Sheet pursuant to subpara¬ 
graph 6(b) hereof; 

(ii) dividends paid as reflected in subparagraphs 5(g) and 8(e) hereof. 

In Witness Whereof, the parties hereto have executed this Plan, personally or by agents or 
officers thereunto duly authorized, as of the day first written above. 

Lucky Stores, Inc. 

By Ivan Owen 

Its Senior Vice President 

By Kenneth W. Cope 
Its Vice President 


Jewelry Sales Co. 


By 

Ivan Owen 

Its Vice President 

By 

Kenneth W. Cope 
Its Vice President 

Le 

Gran Corporation 

By 

David Grand 

Its President 

By 
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Allen K. Bailey 
Its Secretary 







Exhibit A 


LE GRAN SUBSIDIARIES 


Alex Sales Corporation 
Allen Sales Corporation 
Ana Sales Corporation 
Arling Sales Corporation 
Baker Sales Corporation 
Beak Sales Corporation 
Cerrito Sales Corporation 
Colma Sales Corporation 
Cuper Sales Corporation 
Dora Sales Corporation 
Down Sales Corporation 
Fairfax Sales Corporation 
Fountain Sales Corporation 
Fremont Sales Corporation 
Fress Sales Corporation 
Fuller Sales Corporation 
Gabe Sales Corporation 
Garden Sales Corporation 
Glenn Sales Corporation 
Hill Sales Corporation 
Houeast Sales Corporation 
Hounorth Sales Corporation 
Houwest Sales Corporation 
Hyatt Sales Corporation 
Kai Sales Corporation 
Landcast Sales Corporation 
Lean Sales Corporation 
Lombard Sales Corporation 


Long Sales Corporation 
Mona Sales Corporation 
Mount Sales Corporation 
Nacit Sales Corporation 
Niles Sales Corporation 
Norsac Sales Corporation 
O & V Sales Corporation 
Pacoy Sales Corporation 
Pearl Sales Corporation 
Phinney Sales Corporation 
QM II Sales Corporation 
Red Sales Corporation 
River Sales Corporation 
Rock Sales Corporation 
Sac Sales Corporation 
Sano Sales Corporation 
Simi Sales Corporation 
Sobell Sales Corporation 
Sodan Sales Corporation 
Soral Sales Corporation 
Sored Sales Corporation 
Sosac Sales Corporation 
Stock Sales Corporation 
Torry Sales Corporation 
Wall Sales Corporation 
Wana Sales Corporation 
Woodland Sales Corporation 





Exhibit B 


FORM OF 

AGREEMENT OF MERGER 
OF 

LE GRAN CORPORATION 
INTO 

JEWELRY SALES CO. 

AGREEMENT, made as of the.day of., 1974, by and between Jewelry Sales Co., 

a California corporation (“Jewelry”) and Le Gran Corporation, a California corporation (“Le Gran”). 

A. Jewelry and Le Gran wish to effect a statutory merger of Le Gran into Jewelry. 

B. Lucky Stores, Inc., a California corporation (“Lucky”), is the owner of all the capital stock 
of Jewelry. 

It Is Agreed as Follows: 

1. Merger of Corporations. 

A Plan for Merger of Le Gran into Jewelry (“Plan”) has been submitted to the shareholders of 
Le Gran and Jewelry in accordance with the laws of the State of California and the Plan and this 
Agreement have been adopted by such shareholders. When the conditions specified in the Plan shall 
have been fulfilled, this Agreement shall be filed in the Office of the Secretary of State of California, 
in accordance with law. Such filing shall thereupon be effective as the act of merger of Le Gran into 
Jewelry. The “Date of Merger” as used in this Agreement is that date on which this Agreement shall 
be filed with such Secretary of State. Upon the Date of Merger Le Gran shall be merged into Jewelry 
and the separate existence of Le Gran shall cease; Jewelry, as the surviving corporation, shall succeed, 
without other transfer, to all the rights and property of Le Gran and shall be subject to all the debts 
and liabilities of Le Gran in the same manner as if Jewelry had itself incurred them; and Jewelry 
shall continue to be vested with all the rights and property of Le Gran and to be subject to all the 
debts and liabilities of Le Gran. 

2. Governing Instruments. 

Upon the Date of Merger, Article FIRST of the Articles of Incorporation of Jewelry shall be 
amended hereby to read as follows: “The name of the corporation shall be LE GRAN CORPORA¬ 
TION.” Other than as set forth herein, the Articles of Incorporation and By-Laws of Jewelry, as 
they shall exist upon the Date of Merger, shall be the Articles of Incorporation and By-Laws of the 
surviving corporation. 

3. Conversion of Shares. 

Each of the outstanding shares of the stock of Jewelry shall remain unchanged and outstanding 
on the Date of Merger as a share of the common stock of the surviving corporation. Each share of 
Le Gran common stock outstanding on the Date of Merger shall, by virtue of the merger, be con¬ 
verted into, and the holder thereof shall thereupon be entitled to receive in exchange for such share 
of Le Gran, eight-tenths (8/10) of a common share of Lucky; provided, however, that no fractional 
interest in a Lucky common share shall be issued and any person otherwise entitled to such a fractional 
interest shall receive a cash payment in lieu thereof equivalent to the corresponding fraction of the 
closing price of a Lucky common share on the New York Stock Exchange, Inc. on the Date of Merger. 

4. Exchange of Certificates. 

After the Date of Merger, each holder of an outstanding certificate or certificates which prior 
thereto represented Le Gran common stock, converted into common shares of Lucky in accordance 
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with paragraph 3 hereof, shall surrender the same to the Corporate Agency Service Center of Bank 
of America, N.T. & S.A., P. O. Box 37002, San Francisco, California 94137 (“Exchange Agent”), 
and each such holder shall be entitled upon such surrender to receive in exchange therefor a certificate 
representing the number of whole common shares of Lucky into which the shares of stock theretofore 
represented by the certificate or certificates so surrendered shall have been converted as aforesaid, 
together with cash for any fractional interest to which such holder otherwise might be entitled. 
Adoption of the Plan by the shareholders of Le Gran shall constitute ratification of the appointment 
of said Bank as such Exchange Agent. Until so surrendered, each such outstanding Le Gran certificate 
shall be deemed to evidence the holder's entitlement to issuance of the whole number of common shares 
of Lucky issuable in exchange therefor. However, such holder shall not be entitled to exercise any 
right of a shareholder of Lucky in respect of such Lucky shares until such time as such Le Gran 
certificate shall have been surrendered in exchange for a Lucky certificate and such holder shall have 
become a holder of record of such Lucky shares. Accordingly, no notice, report, dividend or distribu¬ 
tion in respect of such Lucky shares shall be required to be given, paid, issued or made to the holder 
of such Le Gran certificate, but upon such surrender there shall be distributed to such holder (without 
interest) all dividends and distributions which theretofore shall have become distributable in respect 
to such Lucky shares. If the record date for determining entitlement to any stock dividend or stock 
distribution respecting Lucky common shares shall have occurred on or after the Date of Merger 
and prior to the date of such surrender and exchange, such holder shall be deemed to have elected 
to receive in cash the value of any fractional share interest accruing to him as a result of such dividend 
or distribution and to have waived any right to which a shareholder of record might have been entitled 
to round out such fraction to a whole share. 

5. Directors and Officers. 

The Directors and Officers of Jewelry upon the Date of Merger shall be the Directors and Officers 
of the surviving corporation. 

In Witness Whereof, the parties hereto have executed this Agreement, personally or by agents or 
officers thereunto duly authorized, as of the day first written above. 

Jewelry Sales Co. 

By ---- 

Its President 


By 


Its Secretary 


Le Gran Corporation 

By - 

Its President 


By 


Its Secretary 
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State of California 
County of Alameda 

On this . day of ., 1974, before me, ., a Notary Public in and for the 

State of California, residing therein, duly commissioned and sworn, personally appeared. 

and., known to me to be the President and the Secretary, respectively, 

of Jewelry Sales Co., and known to me to be the persons who executed the within instrument on behalf 
of Jewelry Sales Co., and they acknowledged to me that Jewelry Sales Co. executed the same. 

In Witness Whereof, I have hereunto set my hand and affixed my Official Seal, the day and year 
in this Certificate first above written. 



Notary Public in and for the State of California 


State of California 
County of Los Angeles 

On this.day of., 1974, before me,., a Notary Public in and for the 

State of California, residing therein, duly commissioned and sworn, personally appeared.. 

and ., known to me to be the President and the Secretary, respectively, of Le 

Gran Corporation, and known to me to be the persons who executed the within instrument on behalf 
of Le Gran Corporation, and they acknowledged to me that Le Gran Corporation executed the same. 

In Witness Whereof, I have hereunto set my hand and affixed my Official Seal, the day and year 
in this Certificate first above written. 



Notary Public in and for the State of California 
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located) no personal liability is imposed upon the holders of such common shares as such holders; (4) As 
to the Company’s common shares to be issued in the merger, the Company has filed a Registration Statement 
on Form S-14 (No. 2-49739) with the Securities and Exchange Commission, which Registration Statement 
became effective January 4, 1974. 

Joseph A. Woods, Jr., a member of the firm of Donahue, Gallagher, Thomas & Woods, is a director 
of the Company. 


LUCKY STORES, INC 


By: I. Owen 

Senior Vice President 


The New York Stock Exchange, Inc. hereby authorizes the listing upon official notice of the issuance of 
861,864 additional common shares, par value $1.25 per share, of Lucky Stores, Inc. to be issued in connection 
with the merger of Le Gran Corporation into a wholly-owned subsidiary of Lucky Stores, Inc., making a total 
of 35,812,513 common shares authorized to be listed. 

MERLE S. WICK, Vice President JAMES J. NEEDHAM, Chairman of the Board, 

Division of Stock List New York Stock Exchange, Inc. 


EXHIBIT 

This exhibit constitutes an integral part of the Application. The statements of fact contained herein are 
made on the authority of the Company in the same manner as those in the body of the Application. 


EXHIBIT 

February 15, 1974 

CERTIFICATE OF SECRETARY AND CHIEF ACCOUNTING OFFICER 

I am the Secretary and Chief Accounting Officer of Le Gran Corporation and subsidiaries. The Con¬ 
solidated Statement of Earnings of Le Gran Corporation and Subsidiaries for the six months ended July 31, 
1972 and for the six months ended July 31, 1973 and the Consolidated Balance Sheet for Le Gran Corporation 
and Subsidiaries as of July 31, 1973, in my opinion, present fairly the financial position of Le Gran Corpora¬ 
tion and subsidiaries at July 31, 1973 and July 31, 1972, and the combined results of their operations for the 
periods indicated in conformity with generally accepted accounting principles, consistently applied. 


Allen K. Bailey 

Secretary and Chief Accounting Officer 
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